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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

THIRD SET OF INFORMATION REQUESTS OF
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY TO
ALL PARTICIPANTS
D.T.E. 04-116

RESPONSES OF NEW ENGLAND GAS COMPANY

Dated: July 29, 2005
Respondent: Karen Czaplewski, Vice President, Customer Service

Information Request DTE-A 3-1

Please provide, for all gas and electric companies in the United States with a telephone
answering performance measure, a description of the measure, the name of the company,
and the docket or other citation where the measure was adopted.

Response

The Company does not have information responsive to the question available to it.
Although the Company is aware that from time to time independent consulting firms
may perform state by state surveys to identify various types of service-quality measures,
including a telephone answering performance measure, those results are not publicly
available.

In Rhode Island, the Company has two telephone answering performance measures for
its Rhode Island service area. The first tracks the percentage of abandoned calls, the
second the Company’s average speed of answer within 60 seconds. The Commission
determined that call center measures would account for 24 percent of the overall weight
of the penalties for service measures, and established that 1 percent of revenue was
sufficient for the overall penalty. RIPUC Order No. 17605 at 33. Call center measures
are reported on a quarterly basis along with other measures, but are subject to annual
penalties. Id. A copy of the Order has been attached to this response.

Additionally, on June 15, 2000, the Missouri Public Service Commission (“MOPSC”)
approved Southern Union Company’s application to merge with Providence Energy
Corporation, thereby creating the New England Gas Company. In that approval,
attached to this response, MOPSC staff detailed a proposal agreed to by New England’s
affiliate company, Missouri Gas Energy (“MGE”) that established two customer service
performance measures for MGE. MOPSC Case No. GM-2000-500 Memorandum
(“Memorandum™) at 5. The first established an average abandoned call rate not to
exceed 7.5 percent on an annual basis. Id. The second established an average speed of
answer not to exceed 65 seconds plus a 25 percent variance of 16 seconds annually for
calendar year 2000, and after that 65 seconds plus a 15 percent variance of 10 seconds
annually. Id. Other reporting requirements, including a non-penalty customer complaint
category, are detailed at 6-8.
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The Company has also provided the Pennsylvania Public Utility Commission’s
(“PPUC”) Bureau of Consumer Services 2001 Report on Customer Service Performance
for Pennsylvania Natural Gas Distribution Companies (“Report™). As the Report states,
the PPUC established reporting requirements for customer service performance
measures in 2000. Report at Introduction. The natural gas distribution companies report
to the PPUC on the percent of calls answered within 30 seconds, the average “busy-out”
rate, and the abandoned call rate. Report at 3. As of 2002, this data was to be reported
to the PPUC on an annual basis. There is no mention of the PPUC assessing penalties
for these measures.



Att. DTE-A-3-1(a)
(NEG)

STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
PUBLIC UTILITIES COMMISSION
IN RE: NEW ENGLAND GAS COMPANY'S :
SERVICE QUALITY PLAN : DOCKET NO. 3476

REPORT AND ORDER

[. NEGas’ September 30, 2002 Filing

On September 30, 2002, New England Gas Company (“NEGas”) filed direct
testimony in support of a proposed Service Quality Plan (“SQP™). Karen Czaplewski,
Vice President of Customer Service and Information Technology addressed the
comprehensive nature of the SQP proposed by NEGas. Charles Meunier, Senior Vice
President of Operations addressed the reason why NEGas is proposing a SQP.

Mr. Meunier stated that a settlement agreement entered into with the Division of
Public Utilities and Carriers (“Division”) required that the quality of service provided to
customers of the merged companies would not be diminished because of the acquisition
and merger. Mr. Meunier stated that according to the terms of the Settlement Agreement
in Docket No. 3401, it was the intention of the parties to submit a joint proposal to the
Commission no later than September 30, 2002 and that if the parties could not reach
agreement on a joint proposal, NEGas would submit its own SQP by that date.’

M. Meunier indicated that there are eight service quality measures proposed to
momitor service quality: abandoned call rate; average speed of answer; on-cycle mete;r
reads; testing of meters; customer requested meter tests completed; service appointments -
met as scheduled; leak call responsiveness — normal business hours; and leak call

responsiveness — after normal business hours. He categorized five general categories that

' NEGas Ex. 2 (Czaplewski's & Meunier’s direct testimony), pp. 5-6.



encompass these measures: call center responsiveness; meter reads; meter testing;
service appointments; and safety.

Ms. Czaplewski reviewed the call center responsiveness measures: abandoned
call rate and average speed of answer. She stated that the abandoned call percentage is
the annual number of abandoned calls as a percentage of the total number of calls into the
call center, and she defined these as abandoned calls answered after the caller hangs up.
For the average speed of answer category, she stated that both Providence and
Cumberland operations have historically collected data differently to monitor this
fneasure, Ms. Czaplewski stated that as of August 1, 2001, the annual percentage of calls
answered within 60 seconds is the proposed performance measure for the combined
Rhode Island operations.

Mr. Meunier discussed on-cycle meter reads. He noted that the Providence
operations had Automated Meter Reading (“AMR”) devices and, therefore, NEGas is
able to perform a 99% actual meter reads. However, Cumberland operations liave not
implemented AMR technology and, therefore, are able to perform only 75% of actual
meter reads.

Relative to measures for meter testing, Mr. Meunier stated that NEGas proposed
to test 15,000 total meters annually. Another service quality measure relative to meter
testing is customer requested meter tests completed within 15 days from the request.

In the area of service appointments performance, NEGas proposed that the
petformance criteria for service appointments be defined as the annual percentage of

general service appointments met as scheduled. Mr. Meunier stated that these
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appointments include meter installations, meter removals, meter change-outs, starting and
final meter reads, reconnections, and high bill investigations.

Relative to safety, NEGas proposed two measures to monitor customer safety
described as leak call responsiveness. The first measure proposed is to use the
percentage of leak calls responded to within 30 minutes during norma) business hours.
The second measure proposed is to use the annual percentage of leak calls responded to
within 45 minutes during non-business hours.?

Ms. Czaplewski proposed that the implementation of the SQP be a 3-year plan
running concurrent with the 3-year base rate freeze approved in Docket No. 3401 and that
the performance period be based on NEGas’ current fiscal year running from July 1, 2002
through June 30, 2003.

Relative to the benchmarks for the call center service quality measures,
Ms. Czaplewski proposed that the annual abandoned call rate service quality benchmark
be 15.1% which is based on the combined historical service for the legacy companies for
three years. Ms. Czaplewski proposed that the anmual performance benchmark for the
average speed of answer be based on the data collected on the percentage of telephone
calls handled within 60 seconds since July 1, 2001,

For meter reads, Mr. Meunier stated that NEGas proposed a benchmark of 94.4%
for on-cycle meter readings, which is based on two years of historical data. For periodic
meter testing, Mr. Meunier proposed a combined 15,000 total meters annually to be

tested. For customer requested meter tests, Mr. Meunier proposed a benchmark of

77.4%, which is based on performance since September, 2001.

*1d., pp. 6-10.



Relative to service appointments, Mr. Meunier proposed a performance
benchmark of 97.2%, which is based on two years of historical data. He also proposed
that the leak response benchmarks during normal business hours and after normal
business hours be set at 83.2% and 86.3% respectively, which is based on one year of
historical data.’

Ms. Czaplewski proposed that a penalty would be incurred if actual performance
is not within a deadband for the benchmark. She stated that the deadband would be
established by calculating the standard deviation from historical information for those
measures where the performance benchmark is calculated. Furthermore, Ms. Czaplewski
stated that annual performance that falls within, or is equal to one standard deviation
from the benchmark, will result in no revenue penalty for that measure. However, if
NEGas’ annual performance for a measure negatively exceeds one standard deviation up
to two standard deviations of the benchmark, the result would be a penalty. If an
unforeseen exogenous event occurs, NEGas would exclude the data from the annual
performance calculation. However, the burden of proof lies with NEGas to demonstrate
that the event was exogenous. In the area of incentive offsets, Ms. Czaplewski explained
that annual performance that falls within the established deadband will result in no
incentive offset. However, NEGas would be eligible for an incentive offset to any
penalty incumred within the same performance year for another measure with the
exception of any safety measure. Also, Ms. Czaplewski explained that if NEGas falls
outside the two standard deviations in performance, the incentive offset is capped at the

maximum level. Furthermore, Ms. Czaplewski stated that the maximum penalty

’ 1d., pp. 10-13.



adjustment would be $500,000 for the year and that the Division agrees with this penalty
améunt.

The penalty weight would be apportioned among the various performance
measures as follows: average speed of answer would be 12%; abandoned call rate would
be 12%; on cycle meter reads would be 6%; periodic testing of meters would be 6%;
customer requested meter tests would be 4%; service appotntments met would be 12%;
leak call responsiveness during normal business hours would be 24%; and leak call
responsiveness after business hours would be 24%.

Finally, NEGas will provide the Diviéion and Commission with quarterly reports
on the service quality statistics collected within 30 days of the end of each quarter.
Ms. Czaplewski stated that this filing will occur no later than August 1 of each year and

the results will be incorporated into in the Distribution Adjustment Charge filing.*

Il. Division’s Direct Testimony

On November 22, 2002, the Division submiited the direct testimony of Richard
LeLash. Mr. LeLash stated that relative to the SQP, the typical objective for such a
program is to ensure reasonable performance and to remedy any service deficiencies. He
also stated that benchmarks for a typical SQP would be, in most instances, based on the
utility’s past level of performance and/or some established gas industry standard.

Mr. LeLash stated that any SQP penalty should be sufficient to provide a
disincentive to the utility for deficient performance. He stated that the level of the

penalty should reflect the importance of the related service area and that pipeline safety

“1d., pp. 13-19.



areas would be given the highest penalties, with the direct customer related areas given
the next highest level.

Discussing NEGas’ proposal that annual average performance is appropriate for
the SQP, Mr. LeLash disagreed. He stated that NEGas’ performance could be below an
established standard for several months but NEGas could avoid any potential penalty.
Because NEGas’ utility service is scasonal in nature, Mr. LeLash stated that there is a
need for monthly service reporting and monitoring because annual benchmarks will only
mask inadequate performance during peak periods. He stated that with reasonable
benchmarks and a procedure to allow remedial action by NEGas prior to assessing
penalties for inadequate performance, there is no justification to have credits for
performance that exceed the benchmark’s requirement. Furthermore, Mr. LeLash stated
that from a customer’s point of view, good performance in one area does not cancel out
deficient service in another area. Therefore, Mr. LeLash stated that neither a credit
mechanism nor deadbands would be necessary or appropriate for the SQP.

Addressing the level of penalties to be assessed in the event of an umresolved
service deficiency, Mr. LeLash stated that NEGas® proposed maximum level of penalties
is reasonable. However, he also stated that the Commission should take €X0genous
events into account if such events have an impact on any deficiency.

Mr. LeLash also discussed two policy issues that he stated need clarification. The
first one is NEGas’ proposal to have the SQP for a three-year duration. Mr. LeLash
disagreed with this proposal and stated that an annual revision at least for the SQP’s first
years of operation was necessary. After some annual reviews are done, he agreed that the

program could be put into effect for longer intervals of time.
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Secondly, Mr. LeLash discussed the treatment of force majeure or €xogenous
events. He stated that notwithstanding Narragansett Electric’s performance standards,
NEGas should not be allowed to exclude or fail to report data that it believes to be the
result of a force majeure or exogenous event, but instead all reporting should include all
data and an explanation of how such data was affected by a claimed exogenous event.
He stated that whether an occurrence is an exogenous event should be at the sole
discretion of the Commission.’

Mr. LeLash went on to explain customer-related measures and stated that these
activities are labor intensive areas for a utility and these activities are directly dependent
upon adequate staffing levels. According to Mr. Lelash, deficient service in these areas
are frequently indicative of inadequate staffing after service consolidations are associated
with utility cost reduction initiatives.

Relative to NEGas® call center, Mr. LeLash defined the average speed of answer
(“ASA”) as a measurement based on data concerning the interval of time between when a
caller interacts with the answer system and when the customer comnects with the
customer service representative. The abandon call percentage (“ACP”) is measured by
the leve] of calls terminated by the caller prior to being answered.

Mr. LeLash discussed the call center measure proposed by NEGas of 15.1% as to
its ACP benchmark and its ASA benchmark of 55.9% for customer calls be answered
within 60 seconds. He stated that for both of these measures NEGas also proposed a
deadband of 7.3%. As a starting point, e recommended that the service benchmark for
ACP be set at 20% with no associated deadband because in 2002 NEGas achieved a

13.8% ACP. He also recommended that the ASA benchmark be 80% of the calls

* Div. Ex. 1 (LeLash’s direct testimony), pp. 5-15,



answered within 120 seconds. He also stated that the ASA should be an all inclusive
measure which incorporates abandoned as well as answered calls.®

Relative to service appointments, Mr, LeLash indicated that NEGas should better
describe what criteria is to be used for both the numerator and the denominator of the
derived service percentage. He stated that NEGas has proposed a 97.2% benchmark with
a 0.8% deadband. In the alternative, Mr. LeLash recommended that a monthly
benchmark of 95.0% without any deadband since NEGas has met a 95.0% level since
January, 2000.

Mr. LeLash discussed NEGas® proposed meter related service measures: cycle
meter reads; meter testing; and customer requested meter tests. The on-cycle meter reads
percentage, as defined by NEGas, measures the ratio of actual meter reads to the number
of meters assigned to be read. The meter testing measure, Mr. LeLash stated, requires
NEGas to test a specified number of meters in an annual period.

Relative to on-cycle meter reads, Mr. LeLash recommended that NEGas®
deﬁniﬁon of this measure be modified slightly so that the denominator in the percentage
calculation is the number of active meters. Since NEGas’ historical percentage for on-
cycle reads is between 94.3% and 94.5% for annual on-cycle meter reads, he
recommended a monthly benchmark of 94.9% with no associated deadband.

According to Mr. LeLash, NEGas’ benchmark of testing 15,000 meters per year is
based updn a meter testing cycle of at least one test every 15 years for small meters and at

least one test every 10 years for large meters. Mr. Lelash recommended no modification

in the category other than to suggest an annual 15,000 benchmark with no deadband.

°1d,, pp. 15-20.
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Mr. LeLash indicated that a monthly benchmark of 73.5% for completion of requested
meter tests appears relative low but noted that there was no deadband.”

Relative to NEGas® proposed service measure for leak call responsiveness,
Mr. LeLash stated that the Company should specify what constitutes a “response” under
its proposal. In the categories for leak calls during normal business hours and for calls
outside of normal business hours, the Company proposes a benchmark of 83.2% within
30 minutes in the first instance and 86.3% within 45 minutes in the second instance. He
recommended that the Commission adopt an 80% response within 30 minutes for
business hours and 80% response \yithin 45 minutes for outside business hours. He also
recommended that NEGas be required to provide reporting for any leak response which is
not made within 60 minutes so that the Commission can monitor the 20% of Iesponses
which do not fall within the prescribed time interval.®

In the area of penalties, Mr. LeLash agreed with the maximum of $500,000 per
year. Mr. Lelash proposed the following annual penalties: $350,000 for the 10%
measures such as ASA and ACP; $75,000 for the 15% measures such as safety; and
$100,000 for the 20% measures such as service appointments. He further recommended
that for all but the periodic testing of meters, these penalties be imposed quarterly with
the quarterly penalty equal to one-fourth of the proposed annual amounts.

Mr. Lelash stated that the primary objective in establishing the proposed
framework is to remedy service deficiencies rather than to mmpose penalties. He offered a
detailed approach in which NEGas would be required to immediately file a remedial

action plan or face quarterly penalties.

"1d., pp. 20-24.
$1d., pp. 25-26.
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Relative to a force majeure event, Mr. LeLash stated that he anticipated that
NEGas will document such a claim when it submits monthly service reports. In cases
where NEGas claims a force majeure event, the Commission would make a
determination as to whether a force majeure event occurred.’

IIL. Direct Testimony of Lawrence Kaufinann, PhD, for NEGas

On January 15, 2003 NEGas submitted the direct testimony of Dr. Lawrence
Kaufmann. Dr. Kaufmann evaluated the service quality proposals submitted by NEGas
and the Division and proposed modifications to NEGas’ SQP that would make it more
consistent with the objective principles for SQPs.

Dr. Kaufmann explained that, based on price and quality, consumers choose
among goods and services in the marketplace. He used the analogy that firms which
provide poor quality products suffer loss of sales to competitors and, by the same token,
firms providing superior quality products are rewarded with increased sales and profits.
Therefore, he believed that competitive markets have powerful incentives to provide
appropriate quality levels to meet customers’ demands.

Dr. Kaufmann stated that regulated services also have certain incentives to
provide appropriate service quality levels to their customers because competition can
exist from other products for the end uses that regulated services provided to customers.
For example, he maintained that gas utilities compete with heating oil companies to
provide residential heating services in much of New England. He stated that,
nevertheless, these market forces are weaker for regulated utilities like gas distribution
companies than in most competitive markets and, therefore, regulation must play an

Important role in ensuring that utility customers receive appropriate service quality.

’1d., pp. 27-31.
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According to Dr. Kaufmann, SQPs are supposed to create appropriate incentives
by replicating the market-type forces in which a firm’s financial performance is linked to
its service quality performance, He stated that a firm operating under a SQP may be
penalized if its service quality declines but a utility may be rewarded for service quality
improvements similar to firms in competitive markets.

Dr. Kaufinann stated that in order to create performance incentives, the incentive
regulation plan must be in place for a multi-year period because a multi-year plan creates
a more stable operating and regulatory environment for the utility. He also stated that
since it takes time to change operations in ways that improve service quality and many of
these efforts entail up-front implementation costs, it would not be reasonable to modify
the plan before operational changes have occurred, especially if new costs have to be
incurred.'”

Furthermore, Dr. Kaufmann argued that there are three basic elements of an SQP;
a series of indicators of a company’s quality of service; related performance benchmarks
with deadbands around those benchmarks; and 2 method for translating a utility’s quality
performance into a change in utility rates via rewards or penalties. Also, Dr. Kaufmann
indicated that there are three criteria that should be used for electing quality indicators:
aspects that are related to service quality that customers value; focus on monopoly
services; and a chance for utilities to be able to affect the measured quality. Overall,
Dr. Kaufmann stated that quality indicators should not focus on some areas while

ignoring others because performance deteriorates in  the non-targeted areas.
Dr. Kaufmann defined quality benchmarks as the standards against which

measured quality is judged. He stated that benchmarks and deadbands should reflect

Y NEGas Bx. 1 (Kaufmann’s direct testimony), pp. 3-8.
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external business conditions in a utility’s service territory.  Dr. Kaufmann stated that
extemnal business conditions can be defined as factors that affect measured quality
performance but are beyond the control of utility management such as weather, the
incidence of povetty, the heterogeneity of langnages spoken, and the tendency of
customers to relocate. !

Dr. Kaufmann argued that the two main data sources used to set benchmarks are:
NEGas’ historical performance and peer performance. Relative to the using of a utility’s
historical performance to set benchmarks, Dr. Kaufinann stated that in many Tespects this
criteria is appealing. He stated that historical benchmearks reflect a company’s own
operating circumstances as well as the exteral factors faced by NEGas if the period used
to set benchmarks is long enough to reflect the expected variations in these factors.
Dr. Kaufmann stated that longer periods are preferred since this method is more likely to
achieve the desired goal. If only short time periods are available, benchmarks can be
updated at the outset of future plans as more data becomes available, but the rules for
updating benchmarks should be spelled out clearly in advance.  Furthermore,
Dr. Kaufmann indicated that historically-based benchmarks are the only reasonable
choice if the objective of the SQP is to prevent service declines from the levels
traditionally experienced by a company’s customers. In principle, Dr. Kaufmann stated
that peer-based benchmarks may be attractive since they reflect the operation and
outcomes of competitive markets. In practice, however, he stated that industry-based
benchmarks are often problematic.

Dr. Kaufmann stated that benchmarks should be as stable as possible over the

term of a SQP since stable benchmarks give utility managers more certainty over the

" 14., pp. 8-11.
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resources they must devote to providing adequate service quality. Furthermore,
Dr. Kaufmann stated that as much historical data as possible should be used to set
benchmarks because the benchmark should reflect the typical external factors that are
faced by NEGas. He noted that some Commissions have concluded that benchmarks are
not reliable unless there are at least three annual, historical data points.

Dr. Kaufmann defined deadbands as the zone around the benchmarks within
which utility performance is neither penalized nor rewarded. He explained that it is
appropriate to include deadbands around historically-based benchmarks, because even
though historical averages of a company’s performance will reflect typical external
factors faced by a company, they will not control for shorter-term fluctuations in external
factors around the norms. He stated that weather is the salient example which can affect
a host of service-quality measures.

When using deadbands as the control for these year-to-year fluctuations in
external factors, Dr. Kaufmann indicated that the mean value of this indicator over a
suitable historical period would reflect the typical long run external business conditions
faced by NEGas. Variation in NEGas’ performance around this historical mean will
accordingly reflect short run fluctuations in business conditions and, thus, he stated that
deadbands should reflect the observed historical variability in measures of service quality
performance. Dr. Kaufmann maintained that one straightforward measure of this year-to-
year variability is the standard deviation of the quality indicator around its mean.

Dr. Kaufmann argued that deadbands become even more appropriate as the

amount of data used to compute the benchmarks declines. He believed that when the
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benchmark is based on less historical data, there is less certainty that the benchmark will
reflect the full range of external factors that a company may confront.'?

Dr. Kaufmann stated that if service quality plans allow only for penalties like
those proposed by NEGas and the Division, then deadbands are especially important for
protecting against inappropriate penalties due to “bad” business conditions like severe
weather that could push service quality performance below the benchmark.
Dr. Kaufmann argued that service quality plans should not evaluate gas utility
performance too frequently since overly frequently performance reviews are likely to
give a distorted view of a gas distributor’s quality performance because performance
evaluations over short intervals are distorted by the seasonal nature of the gas distribution
business. He asserted that the most natural period over which to evaluate utility
performance is one year. "

Describing the differences in rationale of NEGas and the Division’s plans,
Dr. Kaufmann stated that NEGas’ plan is designed to maintain appropriate service quality
by penalizing itself in the event that quality declines. In contrast, he stated that the
Division has designed a plan with a central purpose of identifying service quality
problems and presenting those alleged problems to the Commission with a remedy,
Comnsequently, he believes that the Division’s proposal would focus NEGas® efforts and
Tesources on a burdensome administrative process to identify quick fixes for what may be
a temporary issue.

In measuring the overall quality of service, he noted that NEGas’ proposal allows

good service quality performance on some indicators to offset bad performance on other

12 Id., pp. 13-16.
B1d., pp. 17-18.
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indicators, while the Division’s does not. Dr. Kaufinann argued that the Division’s
proposal does not, and, therefore, NEGas’ proposal with respect to offsets is more
reasonable,

In describing the differences between the plans relative to how often NEGas’
service quality performance is evaluated, Dr. Kaufinann believed that NEGas® measured
quality proposal is clearly more consistent with standard practice for energy utilities than
the Division’s approach. He stated that he is not aware of any approved energy utility
plan that includes a monthly evaluation period

Noting that the Division advocates for a series of three one-year service quality
plans, Dr. Kaufmann argued that NEGas’ proposal for a three-year plan is more
reasonable. He indicated that a three-year term is well within the mainstream of
regulatory practice and that many plans have longer terms. In contrast, he stated that he
is not aware of any approved plan where all the main elements are subject to change each
vear.

In describing the differences between the Division’s and NEGas® benchmarks,
Dr. Kaufmann stated that the Division’s are not always clear or explicit while NEGas’
benchmarks and deadbands are based on its owﬁ historical performance and is, therefore,
more reasonable. He stated that determining whether peer information can be used to set
appropriate benchmarks requires an evaluation of many complex issues about the data
comparability and business conditions. In contrast, Dr. Kaufmann stated that NEGas’ use

of its historical data to set benchmarks is well within the mainstream of Umnited States
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regulatory practice while the Division’s benchmarks are not derived explicitly from
verifiable data and are, therefore, largely subjective.!

Dr. Kaufmann indicated that a slight change in NEGas’ method for computing
deadbands would represent an improvement over both proposals. Dr. Kaufmann
proposed that the following deadbands and benchmarks be set and he described

“LowBand” as a term used to explain the level at which penalties would be imposed:

Measure Benchmark  Deadband LowBand
Aband call rate 15.1% 1.7% 16.8%
Average speed answer 35.9% 1.7% 54.2%
On-cycle meter reads 94.4% 0.1% 94.3%
Testing of meters 15,000 0 15,000
Meter tests completed 77 4% 3.9% 73.5%
Service appointments met  97.2% 0.6% 96.6%
Leak response-bus hrs 83.2% 3.4% 79.8%
Leak response-other 36.3% 4.2% 82.1%

Dr. Kaufmann stated that, overall, his proposal leads to lower bands that are
usually more demanding than those proposed by either NEGas or the Division.

In describing the differences between the penalty structure that NEGas and the
Division proposed, Dr. Kaufmann stated that the proposals agreed on the total potential
penalties but differed on how penalties are allocated among indicators. He maintained
that NEGas’ allocation is more consistent with industry practice. He stated that NEGas

allocated nearly half of the potential penalties to the two safety measures which are

“1d., pp. 15-31.
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clearly the most important customer concerns, especially the utility’s response to odor
calls that can be a matter of life and death. '’
IV. NEGas’ Rebuttal Testimony

On January 15, 2003, Ms. Czaplewski filed rebuttal testimony on behalf of
NEGas. Ms. Czaplewski stated that the key objective of the SQP is to ensure that service
quality does not diminish as NEGas moves forward with its post-merger consolidation
efforts. She argued that it is not reasonable or appropriate to evaluate and apply penaltics
on a monthly or quarterly basis and that the annual approach recognizes that there will be
variations in NEGas’ level of service from month-to-mmonth often due to .factors beyond
NEGas’ control.

Concerning extemal factors that affect NEGas’ performance, she stated that there
are many factors that occur outside of NEGas’ control such as cold or severe weather,
high bill amounts resulting from cold weather, and changes in gas costs. She also stated
that Mr. LeLash’s proposal to require plans to remedy service “deficiencies” are not
feasible and will be extremely burdensome for all parties involved.

In putting together a workable SQP, Ms. Czaplewski stated that it is of critical
importance that performance measures be defined consistently with the way historical
data for those measures are collected. She stated that if performance measures are not
defined consistently with the way in which data was collected in the past, then the
comparison between current performance levels and the benchmarks will represent a

mismatch.  Ms. Czaplewski stated that, in the Division’s proposal, the definitions

Y Id., pp. 31-37.
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attributed to the performance measures are inappropriate and that the suggested changes
would render the historical data and the proposed benchmarks irrelevant, '®

Relative to the call cemter, Ms. Czaplewski stated that the Division is
recommending two changes to the ASA measure: 1) that the ASA measure include
abandoned calls; and 2) that the ASA measure be modified to identify the percentage of
calls answered in 120 seconds rather than 60 seconds. She stated that NEGas recently
invested in a new switch to allow the ASA to measure on a consistent basis for all areas
of the Rhode Island service territory on a 60 second basis. Therefore, she indicated that
moving to a 120 second standard would involve new costs for the purpose of delivering a
lower level of customer service.

Relative 1o service appointments, one difference described by Ms. Czaplewski
between the Division and NEGas® proposals is the recommendation by the Division that
the measure should exclude instances where NEGas showed up for an appointment and
the customer did not. She disagreed with the Division because NEGas® historical data
does not exclude these appointments,

Relative to on-cycle meter reads, Ms. Czaplewski stated that NEGas does not
schedule a reading of every active meter every month, however, she said that NEGas will
provide the Division with its monthly meter reading schedules for the service areas where
automated meter reading is not available at the beginning of each annual measurement
pertod.

Relative to leak call response times, Ms. Czaplewski stated that NEGas will
include in its data the time that elapses from the time a call is received until the point that

qualified company personnel arrive at the scene, which does not include repair time.

'® NEGas Ex. 3 (Czaplewski’s rebuttal testimony), pp- 1-17.
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Ms. Czaplewski stated that Dr. Kaufmann proposed a set of performance
benchmarks and deadbands that are more stringent than those previously proposed by
either NEGas or the Division. She stated that NEGas supports Dr. Kaufmann’s proposal
because he has applied a systematic approach to the establishment of deadbands and
benchmarks.

Ms. Czaplewski stated that she does not agree with Mr. LeLash’s proposals
relating to the weighting that should be given to each performance measure. She stated
that his proposals are not consistent with industry practice, which favors heavier penalties
on safety-related measures. Lastly, Ms. Czaplewski stated that there does not appear to
be any justification for the Division’s exclusion of penalty offsets since the inclusion of
these offsets is required under the terms of the Rate Settlement Agreement in Docket No.
3401."7

V. Division’s Surrebuttal Testimony

On February 7, 2003, the Division filed the surrebuttal testimony of Mr. LeLash.
At the outset, Mr. LeLash stated that the Commission should not limit the scope of any
plan to just maintaining the status quo. Also, he stated that a utility’s customers should
have the reasonable expectation that adequate service means good service throughout the
year. On this basis, Mr. LeLash stated that a monthly rather than an annual benchmark
better matches customer requirements and the Commission® ongoing service monitoring
objectives.

In describing monthly benchmarks, Mr, LeLash stated that if there were months in

which an exogenous event took place, deficient performance could be excused.

7 1d, pp. 18-29.

19



However, he stated that NEGas would have to show that such exogenous events were the
basic cause of the inadequate performance.

Relative to credits or offsets in a SQP, Mr. LeLash stated it was not contemplated
that the plan would make provision for a rewards mechanism. He noted Dr. Kaufinann’s
testimony where he stated that SQPs provide for only penalty provisions. According to
Mr. LeLash, by utilizing an annual or quarterly benchmark, the plan already allows such
offsetting for a monthly performance in any specific service measure. Therefore, he
stated that one month’s deficient performance in a quarter can be offset by two other
months when performance might be better than required by a benchmark.

Mr. Lelash stated that the remedial mechanism could be eliminated so as to
simplify the overall plan. He indicated that the SQP could be structured on a quarterly
rather than a monthly basis, Mr. LeLash argued that a quarterly framework can aveid
most of the problems associated with an annual mechanism and still ensure reasonable
ongoing service monitoring and evaluation.'®

Relative to call center measures, Mr. LeLash explained that NEGas’ benchmark
was intended to include abandoned calls within the calculation of the percentage of calls
answered within a specified time period. He stated that NEGas proposes that a 60 second
interval be used and that such a defined performance measure is reasonable. He believed
the alternative plan should utilize an initial compliance level of 60% of calls answered
within 60 seconds. In periods where there are atypically high <calling volumes, Mr.
LeLash stated that the Commission should specify that these volumes would be a basis
for excluding a particular month as being exogenous. He stated that for the call center,

such a volume threshold would currently appear to be in the range of 50,000 to 55,000

*® Div. Bx. 2 (LeLash's surrebuttal testimony), pp. 1.11,
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calls per month. Relative to the abandoned call percentage, Mr. LeLash stated that a first
year threshold of 20% is reasonable with 15% for the second year and 10% for' the third
year.

Relative to periodic meter testing, Mr. LeLash indicated that the SQP should
utilize an annual benchmark of 15,000. Relative to reading of meters within 15 days, he
stated that NEGas has shown 100% compliance with the 15 day requirement for the
period July through November, 2002, thus making a 90% benchmark level.

Relative to the service measure for scheduled meter reads, Mr. LeLash stated that
NEGas has met a 94% benchmark in every quarter since the fall of 2002. Therefore, he
believed a 94% quarterly benchmark would be reasonable. Relative to the service
appointment measure, he noted that NEGas has defined service appointments to include
instances where NEGas personmel show up but are not able to perform the required work
and indicated this definition does not require a modification. For the nine quarters where
historical data is available, Mr. LeLash stated that NEGas has had a 97.4% compliance
rate and, therefore a 96% benchmark would be reasonable.

Relative to leak call respomse, Mr. LeLash argued that NEGas should clearly
specify what constitutes a response under its measuremeﬁt procedures.. With respect to
the proposed benchmark, he stated that NEGas had proposed two separate benchmarks: a
30 minute response for leaks during normal business hours and a 45 minute response for
leaks outside of normal business hours. He believed that according to industry practice, it
would appear reasonable to consolidate the two measures under a single 45 minute
response time measure. Relative to performance benchmarks recommended for the SQP,

Mr. LeLash stated that both leak response benchmarks initially be set at 80% and further
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noted that NEGas® performance would have exceeded this benchmark in each of the last
five quarters. However, he maintained that given the nature of this service level, the
benchmark should be raised to 85% in the second year and to 90% in the third year.
Additionally, he recommended that the Commission require incident reports from NEGas
for any response which is not made within a one-hour period.”

Relative to proposed weighting of penalties, Mr. LeLash does not believe that
lower penalty levels should be assigned where NEGas has performed well in the past. He
argued that the Division’s allocations are intended to reflect the relative importance
which customers place on the underlying service. Further, he explained that penalty
offsets exist in the Division’s proposal by virtue of the fact that deficient performance in
one month, that should otherwise be penalized, is potentially offset by better than
benchmark performance in the other months of a quarter. Therefore, he argued that there
is a provision for penalty offsets within the Division’s proposal. %

V1. NEGas’ Supplemental Rebuttal Testimony
On February 21, 2003, NEGas submitted the supplemental rebutial testimony of
Ms. Czaplewski. Ms. Czaplewski argued that the Division’s proposal to establish a plan
that relies on performance benchmarks unrelated to historical service levels may require
significant service improvements and, therefore, is unreasonable, She stated that NEGas’
service quality related costs are locked into current rates as a result of the rate freeze and,
therefore, NEGas’ ability to improve service levels is constrained by the costs that

underlie the rates currently in effect.

¥ id., pp. 11-19.
* Id., pp. 20-24.

22



Relative to the Division’s recommendation regafding service levels, she stated
that the recommendations are completely arbitrary and, in some cases, the Division has
opted to pick a lower level of service than proposed by NEGas. In other cases,
Ms. Czaplewski maintained that Mr. LeLash is attempting to establish performance levels
that would increase the level of performance required of NEGas substantially beyond
historical levels.

Ms. Czaplewski argued that it is not reasonable or appropriate to evaluate and
apply penalties on a quarterly basis since NEGas will inevitably experience variations in
' performance levgls between one or more months during the year. These variations, she
asserted, do not necessarily indicate any change or deterioration in the level of service
provided by NEGas.*'

VII. Hearmgs

After notice public hearings were conducted on May 5, 6, and 15, 2003, at the

Commission’s offices at 89 Jefferson Boulevard, Warwick.”? The following appearances

were entered:

FOR NEGAS Robert Keegan, Esq.
Craig Eaton, Esq.
FOR DIVISION: Paul Roberti, Esq.

Assistant Attormey General
FOR LOCAL NO. 12431: Dennis J. Roberts, II, Esq.

FOR COMMISSION: Steven Frias, Esq.
Executive Counsel

' NEGas Ex. 4 (Czaplewski’s supplemental rebuttal testimony), pp. 1-16.

# Hearings in this docket were originally scheduled for December 16, 2002 but were postponed three
Eismes, twicc at the request of NEGas and once at the request of Local No. 12431,

“ NEGus objected to the motion to intervene by United Steelworkers of America Local Union 1243 1.
Howcver, the Commission granted the motion to intervenc.
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On May 35, 2003, NEGas presented Dr. Lawrence Kaufinann as its witness.
Dr. Kaufmann testified that NEGas’ proposal was superior to the Division proposal
because it was based on NEGas' own measures and historical performance and it
contains deadbands to reflect the effect of external factors, such as weather, on NEGas’
service quality.”® Furthermore, he indicated that NEGas’ proposal was more reasonable
than the Division’s proposal because NEGas had annual benchmarks and offsets.”
Under cross-examination by the Division, Dr. Kaufinann admitted that other states have
more demanding benchmarks and that most benchmarks based on historical data are
based on more historical data than NEGas has collegted in this case. He indicated there
were not service quality industry standards for gas utilities. However, be was also aware
of the existence of some service quality plans for energy utilities that utilize benchmarks
that are less frequent than amnual Furthermore, Dr. Kaufmann indicated that the
maximum service quality penalty in Massachusetts for a gas utility is 2 percent of its
distribution revenues.?®

Under cross-examination by Commission counsel, Mr. Kaufiann admitted that
NEGas’ safety measures were “a matter of life and death, which makes NEGas umnigue
among Rhode Island utilities”. He also conceded that under NEGas’ proposal, NEGas
could have deficient performance for four to five months and still not incur a penalty.?’
Dr. Kaufmann accepted that it would be appropriate to have a larger penalty placed on

service quality plans with safety measures. Also, he agreed that although Verizon-Rhode

*Tr, 5/5/03, pp. 23-27.

® 1d., pp. 27-30.

*1d., pp. 61, 82, 119 and 123.
“1d., pp. 154-155 and 157.
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Island (“VZ-RI") is under greater competitive pressure than NEGas, under NEGas’
proposal it would have a smaller percentage of its revenues at risk than VZ-RI.

Dr. Kaufmann acknowledged that if recent performance is markedly better than past
performance then the past performance is less relevant and the more recent data should be
given more weight.?

Under cross-examination by the Commission fiscal analyst, Dr. Kaufmann
indicated that be supported a moving average benchmark but “in general you would want
the benchmark only tightened up”. Also, Dr. Kaufmann stated that the Commission could
“Impose additional penalties” for “clearly substandard performance,”?

At the May 6, 2003 hearing, Ms. Karen Czaplewski and Mr. Meunier testified on
behalf of NEGas. Under cross-examination by the Division, Mr. Meunier acknowledged
that during the Division’s merger proceeding, Southern Union and Providence Gas made
representations that customer service and operations would improve as a result of the
merger.”® Under cross-examination by the Commission, Ms. Czaplewski acknowledged
that it is possible to use a year's worth of data to establish a benchmark., Furthermore,
Mr. Czaplewski admitted that a few years ago when she amived at NEGas, the
performance for the call center measures “were. ..horrendous”. On redirect, Mr. Meunier
indicated that some of the Division’s benchmarks are less stringent than the benchmarks
proposed by NEGas.*!

At the May 15, 2003 hearing, Mr. Richard LeLash testified on behalf of the

Division. Mz, LeLash indicated that there are limitations on industry data for service

**1d., pp. 164, 166 and 169-171.
*1d., pp. 178, 179.

*Tr. 5/6/03, pp. 15-16 and 24,
*'(d., pp. 177, 202 and 236.
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measures but they are still useful in setting benchmarks.®* Under cross-examination by
NEGas, Mr. LeLash conceded that the level of service that a company provides to its
customers over time is relevant to establishing benchmarks. Also, Mr. LeLash indicated
that offsetting exists within a quarterly benchmark and not between benchmarks, because
one month’s poor performance can be offset by good performance in the other two

months. >

Under cross-examination by Commission counsel, Mr. LeLash indicated that
in Georgid, penalties are, in some instances, assessed monthly. He also stated that leak
survey measures could be part of a service quality plan and stated that billing accuracy
measures are included in other service quality plans.** Mr. LeLash acknowledged .that a
larger multi-state cotporation may need to be subject to a larger service quality penalty in
order for a commission to get the corporation’s attention.>® Under redirect examination,
Mr. Lelash stated that NEGas should have no problem achieving the Division’s
proposed benchmarks for the first year and probably no problem during the second year
either.*®
VII. Briefs
A. NEGas

On June 23, 2003, NEGas filled its brief and SQP synopsis. NEGas reiterated the
cight performance measures it originally proposed. However, NEGas revised its
deﬁni.tibn of “percentage of abandoned calls” so as to include automated calls to make it

more consistent with other gas utilities and also included automated calls in the

performance benchmarks calculation. As a result of the hearings, NEGas proposed

2 Te. 5/15/03, pp. 10-11.
*1d., pp. 22, 67.

*yd, pp. 73, 87.

*1d., p. 105,

* 1d., pp. 143-144.
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setting performance benchmarks using historical data from July 1, 2002 through June 30,

2003.*" The deadbands and benchmarks were as follows:

Measure Benchmark  Deadband Penalty Threshoid
Abandoned Call Rate 5.38% 2.40% 7.8%
Calls Answered w/in 60 sec.  79.44% 8.54% 71.0%
On-Cycle Meter Reads 94.52% 1.18% 93.3%
Meter Testing 15,000 15,000
Customer Requested |

Meter Testing 97.9% 5.50% 92.4%
Service Appointments Met  97.6% 1.30% 96.3%
Leak Response in 30 min 89.66% 2.69% 87.0%
Leak Response in 45 min 89.67% 2.80% 86.9%

Furthermore, the benchmarks would be updated each year to include the most
recent 12 months of performance. Once three years of data is collected, benchmarks and
deadbands could be calculated using three annual data points. NEGas indicated that pre-
merger data and data collected during the work stoppage was not representative of a
normal year. Also, NEGas could incur a penalty if its performance over the 12 month
fiscal year fell below the penalty threshold for any one of the six non-safety measures.
However, the two safety measures would be evaluated quarterty and NEGas would incur
a penalty if performance was below thé penalty threshold for any quarter. NEGas
indicated that penalties or offsets would be assessed when performance exceeds one

standard deviation with the maximum penalty assessed at two standard deviations of the

* As an cxample of this approach, NEGas utilized the data collected from June 1, 2002 through May 30,
2003,
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benchmark. However, there would be no offsets to poor performance for safety
measures.’
B. Division

On June 23, 2003, the Division filed its brief. The Division argued that NEGas’
SQP should be designed to improve service for ratepayers and that NEGas promised to
improve service before the Division’s approval of the merger. The Division advocated
for quarterly assessment of penalties. In addition, the Division opposed deadbands for
each performance benchmark and offsets between performance benchmarks.
Furthermore, the Division suggested that the performance benchmarks be subject to an
annual review and that only the Commission should be allowed to determine if data
should be excluded because of an exogenous event or force majeure.”

C. Union

On .June 24,2003, Local No. 12431 filed its brief. Local No. 12431 supported the
Division’s position in the docket. In addition, Local No. 12431 filed a motion to strike
the testimony of Ms. Czaplewski except in regards to call center issues because of lack of
expertise.*

COMMISSION FINDINGS

At an open meeting on June 30, 2003, the Commission reviewed the evidence and

arguments. The Commission adopted NEGas’ SQP revised by its June 23, 2003 bref

with significant modifications. The Commission determined that the SQP revised on

Z NEGazs’ SQP Synopsis and Brief,

Division’s Bricf,
“® Local No. 12431's Brief and Motion to Strike. At the June 30, 2003 open mocting the Commission did
not grant Local No. 12431°s motion. Insicad, the Commission gave Ms, Czaplewski’s testimony the
appropriate weight.
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June 23, 2003 with modifications was in the public interest and in the best interest of the

ratepayers.

The general purpose of a service quality program is to ensure that ratepayers

receive a reasonable level of service. In a competitive market, there is less need for

government intervention to establish service quality standards in an industry because
competition requires an enterprise to provide reasonable quality of service or face the
possibility that customers will shift to another competitor. In this instance, NEGas does
not experience direct competition for natural gas delivery service in Rhode Island. As a
result, a service quality program for NEGas is an appropriate safeguard®! A service
quality program for NEGas is now more necessary to ensure that the costs associated
with the Southern Union merger acquisition of ProvGas and Valley Gas are not recouped
through reductions in personnel costs and the resulting reduction in service quality.

There are essentially five key aspects of any service quality program. They are as
follows: service measures, benchmark standards, the amount of the penalty, the penalty
weight for each measure, and the time period for measuring performance to assess a
penalty.

I. Service Measures

NEGas proposed eight service measures: percentage of abandoned calls, average
speed of answer, on-cycle meter reads, testing of meters, customer-requested meter test,
service appointment met as scheduled, response to emergency calls during normal

business hours, and response to emergency calls after normal business hours. These

service measures allow this Commission to evaluate the performance of NEGas over a

* The Commission has broad authority under R J.G.L. §39-1-1, 39-1-27.5, 39.1-38, and 39-2-1 to establish
scrvice quality programs for public utilities.
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wide range of services. The Commission expressed a concern that other service measures
should be developed such as billing accuracy and leak detection. However, NEGas has
not collected any data for other service measures.® If the Commission feels it is
necessary to develop additional service measures, the Commission will hold a technical

conference.

Accordingly, the Commission adopts the eight service measures proposed
by NEGas. These eight service measures are comparable to the measures utilized by
other state commissions to measure service performed by local gas distribution

companies.

1. Benchmark Standards

The benchmark standards for the service measures was an area of significant
controversy. Originally, NEGas proposed benchmark standards based on NEGas or its
predecessors’ performance dating, in some instances, over four years with a deadband in
which no penalty would be incurred. In contrast, the Division established benchmark
standards that gradually increased over three years with no deadband/standard deviation.
The flaw in the original NEGas® approach was that it based benchmark standards on

clearly outdated historical data. Since the merger and the end of the 2002 lock-out,

" Leak detection is of concern to the Commission because NEGas acknowledged that the “legacy
companies werc conducting their leakage survey programs under a misinterpretation and application of the
federal regulations.”  Federal regulation “called for the follow-up survey to occur within 36 months.”
NEGas “expects to achieve full compliance in 2004.” 5/15/03 Record Response 1-02.

“ NEGas should begin to track emergency rosponse times beyond the 30 and 45 minute time intervals, and
be prepared to explain the reasons why a response went beyond the benchmark time intervals,

“ The Commission will take this opportunity to express its concern that NEGas “has indefinitely postponed
the implementation of the AMR program in the former Valley service area.” 6/2/03 Record Response 1-01.
The implementation of AMR 1o the Valley service area would increase the percentage of actual meter reads
that are assigned to be read. Sgg NEGas Ex. 2, p. 8. AMR could also assist NEGas in achieving better
billing accuracy. Sce 5/15/03 Record Response 1-03. Lastly, NEGas representcd to the Comumission
during hearings for approval of the Settlement in Docket No. 3401 that NEGas plenned to implement AMR
in the Valley service area. Ms. Partridge testificd that AMR would “give the customers better information
of actual reads.” Docket No. 3401, Tr. 5/8/02, pp. 23-25. The lack of AMR in the Valley arca impacts
scrvice quality and the Commission reserves the right to require NEGas to implement AMR in the Valley
service area during the rate frecze period in the Settlement approved by the Commission in Docket No.
3401 or any other action it deems reasonable.
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NEGas’ overall performance has improved. Basing benchmark standards on older and
less relevant historical data would only set a low and easy standard for NEGas to surpass.
The Division is correct that benchmark standards should be established to improve
services that customers experienced prior to the merger. Unfortunately, the Division’s
benchmark standards are not based on an objective rationale. There appears to be a lack
of industry-wide benchmark standards. Instead, the Division proposed a gradual increase
mm benchmark standards over the course of three years. Iromically, some of NEGas’
proposed benchmark standards were actually more stringent than the Division’s proposed
benchmark standards.

Fortunately, NEGas revised its original proposal by basing the benchmark
standards on the 12 most recent months of data and utilized June 2002 through May 2003
as an example.*> This data reflects the improvements subsequent to the merger and does
not incorporate data affected by the lock-out.*® These benchmark standards, even with a
deadband based on a standard deviation, would establish penalty thresholds above the
levels the Division proposed for the second year of the SQP.*’ For the first year of the
SQP, NEGas proposed to base the benchmarks on the most recent months of data from
July 2002 to June 2003. The Commission accepts this methodology and these benchmark

standards. These benchmark standards are based on historical data but represent an

improvement in service quality since the merger and mirrors the standards required of

4 Thls methodology was based on a Commission record request 1-02 dated June 2, 2003.

¢ For instance, NEGas acknowlcdged that meter testing was affected by the work stoppage and, therefore,
performance from January 2002 to May 2002 “should be excluded” from SQP benchmarks. June 2, 2003
Record Response 1-03.
“ The benchmarks proposed by NEGas in its brcf are nearly identical to the Division’s proposed
benchmarks for the third year of the SQP and the “typical industry benchmarks” according to the Division,
PUC Ex. | (Division Data Response 1). Over timc, the Commission could consider reducing or eliminating
the deadband. In particular, the Commission is conccrned that the leak response benchmarks may need to
become more stringent,
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other local gas utilities. In addition, NEGas proposed to annually revise the benchmark
standards by incorporating new data from subsequent years. The Commission finds this
approach to be reasonable. However, the Commission may decide not to incorporate new
data if it will result in less stringent benchmark standards unless NEGas can demonstrate
that this poor performance was not caused by NEGas itself, such as by reducing its
service personnel to achieve merger savings.

I, Penalty Amount

NEGas and the Division proposed that the potential penalty for the SQP should be
limited to $500,000 annually or .4 percent of NEGas’ annual distribution revenues. The
Commission finds this amount to be inadequate to incent NEGas to provide quality
service. The penalty amount for a service quality plan should be sufficient to deter a
utility from providing poor services. The amount of $500,000 is not large enough to
incent NEGas. NEGas could incur reduced persomnel costs and incur $500,000 in SQP
penalties but the personnel reductions could be greater than $500,000 for NEGas.

In contrast, under its SQP, VZ-RI is subject to an annual $1.35 million penalty or
-5 percent of its revenue. In addition, under its SQP, Narragansett Electric is subject to an
annual $2.4 million penalty or 1.1 percent of its revenues.® The quality of service from a
gas utility is particularly important because some services, such as leak response, ate a
matter of “life and death”. This makes gas utilities’ services unique among all utilities. It
is not surprising that in Massachusetts gas utilities have 2 percent of their revenue at risk
under their service quality plans.

Al this time, the Commission finds a potential penalty amount of $1.25 million

every fiscal year, or 1 percent of NEGas’ revenues at risk, to be teasonable. The

®PUCEx. 1 (Div., Data Response 2)
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Commission could have required a larger percentage to be at risk for NEGas under the
SQP. However, NEGas, in its brief, proposed more stringent benchmark standards than
the Division. These benchmark standards are based on limited historical data. Also, the
Commission has imposed potential quarterly penalties for the safety measures. In
addition, the Commission has not allowed for offsets of penalties for one service measure
if other service measures exhibit good performance. Furthermore, the Commission
recently imposed a potential $500,000 gas procurement penalty.”  In light of these
additional requirements, the Commission determines that 1 percent of revenue at risk is
sufficient at this time. Of course if the Commission finds that $1.25 million is an
msufficient incentive, especially if safety measures demonstrate poor performance, the
Commission may increase the penalty amount at risk.

V. Weight of Penalty

NEGas proposed that the weight of the penalties for the service measures be as
follows: 48 percent for leaks response measutes, 24 percent for call center measures, 16
percent for meter testing, and 12 percent for service appointments. In confrast, the
Division proposed the penalty weight as follows: 32 percent for leak response measures,
24 percent for call center measures, 24 percent for meter testing measures, and 20 percent
for service appointments. NEGas places more penalty weight oﬁ safety measures than
proposed by the Division. Instead, the Division places additional weight on meter testing
and service appointments. The uniqueness and importance of a SQP for NEGas is that
NEGas’ services can be a matter of “life and death”. NEGas’ leak response measures are

safety measures that if NEGas failed to adequately meet these service measures, physical

“ If actual combined gas procurement and service quality penaltics imposed on NEGas actually exceeded
$1.25 million in a single fiscal year, NEGas could perition the Commission for relief,
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injury could result to ratepayers. NEGas® proposal to place 48 percent of the penalty

weight on leak responses more appropriately reflects the importance that the Commission -

and ratepayers place on these measures. Accordingly, the Commission adopted NEGas’
proposal for penalty weights of the service measures.
V. Penalty Assessment

Penalty assessment was an area of significant controversy between the parties.
NEGas proposed that penalties be determined on an annual basis with offsets to the
penalties for measures, except safety measutes, if NEGas’ performance is better than the
benchmark. In contrast, the Division proposed that penalties be determined on a
quarterly basis with no offsets to penalties for betier performance in other service
measures. Also, NEGas argued that penalties should only be assessed if NEGas’
performance falls below the deadband while the Division argued that there should be no
deadband. In determining how often to review the period of performance it is important
to assess the importance of the service measures and the historical validity of the data
used to set the benchmarks. Due to the fact that the benchmarks are being set using very
recent data, only the twelve months ending June 30, 2003, it would be more reasonable to
establish the penalty determination on an annual basis. To establish quarterly or even
monthly benchmarks, based on this limited historical data, could cause NEGas to incur
penalties for performance which are appropriate under circumstances not incorporated in
the historical data. As more historical data is collected, a move to quarterly or monthly
benchmarks would be appropriate. Of course, if the Commission determines that an
annual benchmark is not a sufficient incentive for NEGas to provide a reasonable service

throughout the year, the Commission may consider establishing quarterly or monthly
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benchmarks. At this time, however, the Commission will establish quarterly benchmarks
for only the two safety measures. The safety measures relating to leak response are a
matter of life and death. These safety .measurcs are of the utmost importance to
ratepayers and should have quarterly benchmarks to ensure NEGas’ performance for
these measures will protect the public. As for the issue of a deadband or standard
deviations, the Commission notes that both the service quality plans for Narragansett
Blectric and VZ-RI have some form of a standard deviation, or deadband. A standard
deviation/deadband is appropriate, because as a general matter, a utility should not incur
a large penalty if it fails the benchmark by a de minimus amount. Accordingly, the
Comynission will accept a standard deviation for the service measures.: However, if the
Commission notes that NEGas® performance is consistently below the benchmarks, but
within the standard deviation, the Commission may revise the approach so that NEGas
would pay some penalty even if its performance falls within the standard deviation.

As for the issue of offsets, NEGas’ approach would allow bad performance in
some measures to be offset by good performance in other measures. The Comimission is
moving away from this approach. A standard deviation allows, to some extent, for an
offset of bad performance. Also, quarterly and annual benchmarks allow for poor
performance in any one month 10 be offset by good performance in the same measure in
other months. Quarterly/ammual benchmarks and a standard deviation is a sufficient
offset. The Commission does not want to create offsets between measures because it

would allow utilities to ignore poor performance in certain service measures.
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VI Miscellaneous
The duration of the SQP will be at least three years. However, the Commission
may review the SQP annually to ensure that NEGas is providing quality service.
Furthermore, NEGas must report all data collected quarterly. If NEGas contends that an
exogenous event or a force majeure occurred, it must seek relief from the Commission
and the burden of proof will be on NEGas.
Accordingly, it is
(17605) ORDERED:
1. New England Gas Cormpany’s proposed Service Quality Plan, filed on September
30, 2002 is denied.
2. New England Gas Company’s proposed eight service measures are adopted.
3. New England Gas Company’s proposed methodology for the benchmarks with
the proposed deadbands on palge three of the SQP Plan Synopsis filed on June 23,
2003 is adopted.
4. New England Gas Company’s proposed weights for penalties for the service
measures are adopted.
5. New England Gas Company’s proposed annual benchmarks are adopted except
for the two safety measures which will be assessed quarterly.
6. New England Gas Company’s proposed offsets are denied.
7. The penalty amount for New England Gas Company’s Service Quality Plan is
$1.25 million per fiscal year.
8. New England Gas Company will comply with all other finding and instructions

contained in this Report and Order.
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EFFECTIVE IN WARWICK, RHODE ISLAND ON JULY 1, 2003 PURSUANT

TO AN OPEN MEETING ON JUNE 30, 2003. WRITTEN ORDER ISSUED

NOVEMBER 21, 2003.
PUBLIC UTLITIES COMMISSION

Elia Germani, Chairman*

Kate F. Racine, Commissioner

Brenda K. Gaynor, Commissioner*®

*Chairman Germani dissented regarding the issue of offsets. Chairman Germani would
allow for offsets between service measures for good performance by NEGas.

*Commissioner Gaynor concurs but is unavailable for signature.
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MEMORANDUM -

Att. DTE-A-3-1(b)

. (NEG)
TO: Missowri Public Service Commission Official Case File 3
Case No. GM-2000-300, Southern Union Company and
Providence Energy Corporarion,
FROM: Ron Bxble Financial Analysis Deparin:endgé’ -

Axnne Allee, Procurement Axnalysis Department &I‘L‘“ . e

Debbie Bernsen, Management Services Departnen
~ Janet Hoerschgen, Consumer Services Depanmen
Chuck Hynr:man, Accmmung D@amncmG}-{'

" MJ{ ,% {o/,'l_?ﬁva; ”.wm}z\ dnr_eivw ‘L & }%/‘ip

I ' ,Pro,;ect Coordinator / Date : . Genersl Cmmsel’s D@f“ce/ Day,e

' SUBJECT:  Staffs Recommﬁndzmon for approval of Lhe Anphcatlon cf Southem Umcm

Company and Prowdence Energy Corporanon for amhon*y t merge.

DATE: . June IS, 2000

Introduction S : -

On February 17, 2000, Southern Union Company (Southern Union or Company) filed its”
Application with the Missouri Public Service Commission (Commission) seeking approval for
Southern Union to acquire the stock of and 1o merge with Providence Enargy Corporation
(ProvEnergy). The merzer agresment calls for ProvEnergy o merge inro Southern Union in a
Transaction valued a1 approximarely S400 million, including assumption of debr. If approved,

. each ProvEnergy shareholder will receive $42.50 in cash per share of ProvEnergy common

sieck. Appendix ! of the Application Is the ¥Agreement and Plan of Merger among Southern
Union Company, GUS Acquisition Corporation and Providence Exergy Corporation™ dated
Noveniber 15, 1999 (Meiger Agreement). If this merger transaction is compleated, Southern
Union will serve approximately 1.5 million gas, clectrie, oil, and propans customers in Rhnde
Island, Massachusers, Pennsylvania, Texas, Missouri, Florida, Connecticur, and Mexico.

Effective Novamber 4, 1299, Southem Union scquired Pennsylvania Enterprises, Inc. (PED) and -
its subsidiaries. This merger was zpproved by the Commission n Case No. GM-2000-43, in ifs
Order Approving Supulanion and Agreement dated October 21, 1995, PEI's.natural gas utlity
businessss are being operated as PG Energy, a division of Southern Union. Through the
acquisinon of PEI, Southermn Union acquired and now operates a snbsidiary fhat markats
¢lectricity and other products and services under the name PG Energy Power Plus. Other
subsidiaries that Southern Union acquired in the PEI merger engage in various non-regulated
acriviies., These activines include the eopstracrion, maintenance and rehabilitarion of namral
gas tisribution pinelines and the sale of propenty for residential commezcial development.

V.
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In addstion wo ProvEnergy, Southarn Union has pending merper agreements with Fall River Gas
Company (dated October 4, 1999) and Valley Resources, Inc. (dated November 30, 1999). Fall
River Gas Company serves approximately 48,000 cusiomers in southeastern Masszchusens.
Valley Resourcas Inc. provides nawral gas utility service 1o approximately 63,000 CLstomar:.-. -
through irs subsidiaries, Valley Gas Company‘and Bristo] & Warrep Gas Company, in g
northeastern and eastern Rhodse Island. :

Southern Union pnmanly engages in the dxsm‘buuou of natm-al gas and serves more than
1.2 million customers through its four nanmal gas divisions in Texas, Missouri, Pennsylvania and
- Florida, its propane distribution subsidiaries, and its equity ownership in 2 nawral gas - -
. - distrbution campany servipg Piedras-Negras, Mexico. Through its subsidiaries, Southern Union
 also markers nanural gas 1o end users, pperates namral gas pipeline systems and is eugaﬂed in
_;elcctnmty generation and mzrketms 4

Southern Umon S pxmapal line of busm&cs is the distribution of nammal gas as apubhc wlity
through Southern Union Gas, Missouri Gas Energy (MGE), PG Energy and Atlantic Unlives, -
doing busiess as South Florida Narural Gas, each of which is 2 Givision of Southern Union.
Southera Union Gas, headguartered in Avstin, Texas, serves approximately 523,000 Customers

- in Texas. ‘MGE, beadguartered in Kansas City, Missotxi, serves approximarely 487,000 -
custorners in cengal and western Missouri. PG Energy, hcadquan-*red in Wilkes-Barre,
Pennsylvania, serves approximarely 154,000 customers in northeastern and central Pennsylvania.

 Sout Florida Namural Gas, headquzrtered in New Smyma Beach, Florida, serves approximately

- 5,000 cu‘tomezs in ceptral Florida. : = '

Prow:zzergy is a dismibutor and marketer of natural gas, heatving o1l and pemroleum products, as
well as a marketer of electricity and energy services. ProvEnergy serves approximately 181,000
customers in Rhode Island, Massachusens and Connecricut. Its principal subsidarias within its

- repulated operarions include The Providence Gas Company (ProvGas) and North Artleboro Gas
Company (collectively referred 10 as the "Gas Companies™). Its Terail non-regulsred operarions
inchede ProvEnergy Services, ProvEnergy Fuels and ProvEnergy Power.

The Gas Companiss' disaibution systems consist of approximately 2,400 miles of gas mains, |
approximarely 148,000 services and approximately 173,000 active gas meters. ProvGes, Rhade
Island's Jargest narural gas distributor, was fonnded in 1847 and serves approzamatelv 168.000
customers. North Arleboro Gas Company serves approximately 4,000 costomers 1n
Massachusetts, and towns adjacent o the northeastern Rhode Island border. The total natural
gas service territory of the Gas Companies encompasses 760 square miles and has a population

of approximately 853,000,

. Accorcung © Provr_ncrgy s annual repon filed with tha SEC, Form 10-XK filed an Decembar 22,
1999, ProvEnergy will operait 2s an autonomous division of Southzm Union, and ProvEnergy™s
Chairmap and Chief Executive Officer, James B Dodge, will become 2 member of Southern
Union's Boerd of Directrs. &
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Peter H. Kelley, Southern Union’s president and chief operating officer described the merger

with ProvEnergy in 2 May 24, 1999 press release as “building greater shareholder value by

expanding our geographic service territory.” Describing all three of Southern Union’s pe:ndmg~ -

niergers, M. Kelley said, “these merpers strengthen Sowthern Union's competitive positon in~ ~
~ the attractive Northeast energy markst.” :

-Mr. Kelley elaborated on Southern Union's reasons for the three pending mergers in his direct
testimony bafors the Massachusetrs Deparmens of Telecommuonications and Energy (DTE) in.
" the Joint Perition of North Amleboro Gas Company, Providence Energy Corporauon and '
‘ Southf:rn Union Company for Approval of Merger DTE Case No. 00-’6

_/
-
’

Southern Union sought the three pending mergers in the Naw England area
{ProvEncrgy, Fall River Gas Campany, and Valley Resources, Inc.) for strategic -
- purposes. By expanding the geographic diversity of its operations, Southern
Union will further reduce its dep=ndence on econamic and wearher conditions in
any single aperating region. Thus, the stability of the Company's saraings and
cash flow will be enhanced. Also, as a result of the mergear, Southern Unjor will
exiend and enhance the scope of its operations in the northeastern United States
" beyand its recantly completed Pennsylvania acqmsm;m :

In emering imto these mergers, Southern 'Umon recogmzed that tbase companies
and Sourhern Union have compatible business perspertives, providing the
_ opportunity to effectively coordinate our oparaions. The assimilation of these
new gas divisions inte our existng structure will epable us to improve operations
throughout the Company by identifying and adopting best practices from each of
the operating divisions. Although the Company's primary motvation in arranging
the mergers is swalegic, some savings, as explained in the testimony of Ronald
.Endres, are likely o be realized as a result the coordination of corporate and gas
diswibution activines. Mors importantly, customer service will be enhanced over
ime. Through the expansion of i1s customer bese, deployment of new
‘technologies becomss more econornical. Inroducing new technologies will
enthance our customer service apd will improve our gas distribution OpSrEnons in
an unbundled, competinve markcmlzu:c As z rasult, Somthern Union will be well
positioned to control rates and improve service for the beneixt of customers.

Acguisition Adjustment
According 1o Sowthern Union's Chief Financial Officer, Mr, Ronald J. Endres, n his dirert |
testimony in DTE Case No. 00-26, Southern Union will ingur 2 acquisition premium of
-, approximately $161.3 million. This amount, plis merger Tapsacdon costs, will be rezorded as
J an acquisition adjustnent on Southam Union's balance sbest,

P
.a

s
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At Seprember 30, 1999, Southern Union had an acquisition adjustment (principally from its
acquisiton of MGE in 1994) of $133 million on its books and records. The acquisition of PEI
caused Sonthern Union 1o recognize an additional $259.5 million, for a toral company
acquisition adjustment balance of $392.5 million. If the proposed acquisition of ProvEnerey-is _
completed, Southern Union will havs an acquisirion adjustment balance of approxmaxciy s
$554 milhion,

Although, as described bclow Southern Umon is not proposing explicit rate recovery of the _
ProvEnersy merger premivm in Missouri, the Staff still has 2 concern 2bour the rap:d increase in

 the acquisition adjusument account op Southern Union’s balance sheet. . If Southern Union does
~ " notrecover irs acguisition adjustment (or merger prewmium) explicidy ip rates, or indirectly
-;h:rongh earnings above its athorized rate of return of rate hase, there will be financial prssure

‘on the Company 10 increase eamings through whaigver means possible. The Staff addressed -

.these concerns in the languege of the Stipulston and Agresment agreed 1o in Southern Union's
' acquisition of PEI in Case No. GM-2000-43 and believes thar Southern Union has adeguarely |

add:e.ssed these copeerns in its &pphcauun in this cass..

In paraa-raph 1§ of the Apphcauon, Southern Union PIOVldSa aJist of condirions it is willing tD
agTes 1 if the Commission approves this Applicatiop. These copditiors are substzntially the
same conditions agread 10 by the parties in the Stipulation and Agresment 10 Casz No,
GM-2000-43, Southern Union'’s Application for authonty 0 acquire and merge with PEL

In its review of the Application, Staff goted what it helieved was language that was deficient in
addressing Customer Sarvice concerns. As 2 result of Staff discessions with the Company on this
subjer1; Southern Union submitted its Amended Applicanon on May 22, 2000. In the Amended
Applicarion, Southern Union deletes paragaph 19 of the Apphcanon and substitutes m hen

 thereof the following:

19.  Southern bershy rarifies and confirms it commitment 1o the Customer Service
Performance Measures, Company Response w Customer Sexvice Measures,

Custorner Complaints/Inquiries to Staff and Customer Sarvice Operating
Procedures set forth in paragraph 2(a)-(d) of the Unanimous Stipulation and
Agreement filed with the Commission in Case No. GM-2000-43 znd zpproved by
the Commission in its October 21, 1999, Order Approving Stipulation and
Agrezmant in said case, provided that, Sonthern Union, Staff and the Office of
the Public Counsel may mutually agree 1o modify or eliminaie 2ny of the
requiremants set forth therein after a pariod of three years of reporting after the

) cffecnv: dare of the crder in this case,

‘In all other respects the A.Dphcauon haretomr~ nlcd on Psb-xm'y 17, 2000, is
- rasiared, ratified and confirmed o
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In addition, Southern Union hes agresd, in its Application, to the following conditions:

1. Customer Service
In order to assist in making de termmanons regarding the level of service being prov1ded
© 1o the customer, the Joint Applicans, Staff and OPC have estzblished a senes of -

periormance meastres 10 measure some components of customer service for Southern

- Union's Missouri Gas Enargy customers. 1he measures are symilar in namre 1o the

- measurements agreed 1o in Case No, EM-87-515, Western Resources, Inc and Kapsas -
Ciry Power & Light Company. This is being done o ensure thar this merger will have no
adverse effect on the leve] of customer service 1o post-merger MGE customers. This, -
Agresment also contains reporting reqmremems to énzble the Siaff and OPC 10 momtor

" various other componmts of customer service foﬂowmg the closmg of the merger.

-~

' Somhern Union will enstre thar the mcrgerwﬂl have 1o adverse eﬁ’ecr on MGE‘s cﬁ‘éﬁs

* 1o provide high quality service 1o it customers, Southern Union, through its MGE
operating division, agraes to :he cusromer service pcrformance measures & smnmanzed
below: ' :

: .a) Cus:omcr Service Periormance Mezsures -
s Average Abandoned Call Rate {ACR) i3 not 10 exceed 7.5% on an annual bms plus a 100
basts point variance (a maximum allowable level of 8.5%) for the calend_r year beginning
January 1, 2000,

¢ Average Speed of Answer (ASA) is not 1o exceed 63 seconds plus & 25 percent variance of
16 seconds annually (2 maximum allowable leve] of 51 seconds) for the calendar vear of
Janvary 1, 2000 through December 31, 2000. Thereafier, the messurement will be 65
sezonds plus 2 15 parcent variance of 10 seconds annually (2 maximum allowable level of
75 secands) !

'l'he b=..s~ measurements of 7.5% and 65 seconds repres&m MGE’s gverape actual
performance durmg the July 1997 througn Tune 1999 twenty-four month baseline penod

Furure changes made 1o the annual average abandoned call rare and/or anoual average

spaed of answer measurements established, if anv, will have to be basad on valid

studies/analysis o detertnine whether such changes will r:suh in providing efficiant znd
" ecomomic performance.

b) Comuanv Rasponse to Cusromer Sarvice Measures

' MGE has plans 10 implement an aursmared work order system and other zutomarion
IMprovaments in its customer service oparanons dunng the year 2000, In recognition of this
plan, an addivonal rwenty five percent was added to the ASA measuremeut 10 allow for possible
variances aributble 10 this implementation during the first twelveimonth period.
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The Company shall provide the Staff 20d OPC quarterly reports (within
45 days of quarter-end) on the Customer Service Measurss. Statistics for
the measures shall be wacked and recorded monthly; reported to Staff and
OPC on a calendar year quarterly basis and assessed for compliance o
: ' annually. Within ninely (90) days after the end of the calendar year, the
' Company shall submit a draft report to the Staff and OPC which shall -
.include actual performance measures for the year, explanation of any .
- deviation above the mezsures, actions o be underraken to climinate the
deviations above the measures and estimates of the cost of such actions.
- The Staff and OPC shall provide a response to the Company's draft repar
within thirty (30) days. The Company shall file 2 final report with the -
Commission 150 days after the end of the calendar year. | P

" If the Customer Service Measures cxceed the 24-ymonth baseline -a‘vu'agfs,
for the measures identified, MGE will initiate the following responses.

« _Should the actual Service Measuras exceed for any caléndar year, the 24-month baseline
average identified, MGE shall provide the Staff and OPC a written explanarion of why MGE .
balieves these figures have inereased. '

« Should the acmal Sexvice Measure for any calendar year period exceed the maximum
allowable levels, the Company shall also provide an estimate of the cost, if any, to improve
the applicable measure w the 24-month baseline average Service Measure level. The
Company shall expense or invest the appropriate amount in the next year to improve the
Measure i the 24-month beseline average Service Measure leval, The Company will credit

1o customers a like amommt (anmual Tevenue requirement) during the subsequent year for the
year in which the indicator was exceeded. The credit may be baoked 1o 2 deferred liability
account, if the Company, Staff, and OFPC agree, until a sufficient amount is acenmulzred o
warrant a credit to customers. The credit will not be considered an Accounting Avthority
Ordey, The impact of emerpencies, catastrophes, natural disasters, exmeme adverse weather,
exreme nawral gas prices, sabotage, work sioppage or other nnforesesn events bevond the
‘Company’s control shall be taken into accomnt, m which case no credit or expenditure may
be required. ' -

c.) Custamer Complaims/Inguines o Staff
For purposes of this secfion, cestomer complaints/inguiries inclode
conracts the Staff recetvas frorn MGE's customers, b are not necessarily
the result of MGE's vinlation of its tariffs or Commission rules.
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TOTAL NO. OF " | No. OF
FISCAL YEAR COMPLAINTS / CUSTOMERS CUSTOMER
‘ INQUIRIES - (CALENDAR YR) | CONTACTS PER

. DR 1,000 CUSTOMERS -

1998 1,095 | 480,077 228
BE N F Y - | 482,000 . {140
“ 24 Momh&vemgé" o o 184

, . . Significent increases in the annual averape aumber of complaints/inguiries
(of 1.84 per one thousand (1,000) exstomers will be explamed by the

* ‘Compapy and/or may prompt an investigation by the Swff and/or OPC.
The zmpact of events beyond the Company’s control will be taken into
account in the Company's explanation and in any investigation by the
Staff ad/or OPC. The Staff shall provide Company and OPC quarerly -
reports (within 45 days of guarter-end) showing monthly information.
regarding the numbar and category of customer complaints/inquiries
received by the Commission's Consumer Services Department

i) Customer Senncs Onparating Procadures :
. The Joint AppBcants agres that the presant pracnices of MGE in the following
areas will be continued, or Jmpmved vpon 1o ensure thar customers do not
experience a decline in service levels.

« Company will adhere 1o Commission rules and MGE’s approved tariffs.
. Company will, consistent with Commission rules, atiempt fo collest 21 customer premises

prior 1o sérvice discontnuance. If payment is not made w-collecior, paymeant can be made at
the Company”s available pubhc business offices, pay swtions or through auto-pay.

» Company will restore service five (5) days 2 week, subject to exceptions for holidays,

consistent with Commission rules, and will ar &ll times make 2 reasonable effort to restore

. service on the day requested once the Teason for the discontinuance is remedied and the
Tequest for service is made. In no event shall servics be restorsd later than the next business
day following the date requested by the customer, .

+ Company will use bill test procedurss 1o ensure bill acturacy.
[ 4

Cumpanv will take appropriate steps to maintain the operation of s automated mster -
. Teading system.,

» Company will notfy Staff 20d OPC of substanuve changss in customer service procedur;f, in

call camter operations and staffing, customer billing, meter reading, custam:r remittance,
credit and collections, and connection and isconnection.

* Company will identify (1) parsounel Tesponsi ible for handling Comm13910n complaints and

ensure they have proper authority, (2) after hours contact personnel, and (3) managzment
employes{s) accountable for ensuring MGE cmployees are wained in and mamniain a working

-
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knowledge of Missouri customer service rules and regulauons Company will notify Staff
and OPC of any changes in these personnel within three (3) business days of the changes.
» Company will contigue the following programs; “Low Income Home Energy Assistance
Program™ (LTHEAP) participation, the “Neighbors Helping Neighbors” ngram the ...
- “Flexible Due Date Plan", the availability of “Customer Advisors™. _ a=-
» Company will identify the process and level of antherity for dw:onunuance of serviceto a
regisiered custorer. -
« Company will provide the Staff and OPC guanterly repons (within 45 days of quarter-end)
" containing customer servica org=nization charts, customer service staffing, number 6f
, estimated bills ('mcludmg copsecutive sstmares), list of customer pey stetion locations, and-
-, - . actual Missouri jurisdictional bad debt write-off by customer class, Jm:ludmg the do]la:- ‘
 amount written _oﬁ’ mumber of accounts written off and revenue by custamer das&

LN

| The customer service measures are subject 0 rcnegcuauons by the parties
. in the event of nmu:al BES TESITUCTUTIng.

Merger Prmrnmm .
The amount of any asseried merger premivm (1.e., the amomr of the 1otal parchase price
above net book value, including wrapsaction costs), paid by Southern Union for
ProvEnergy or incurred as a'vesult of the acquisition shall be treated below the line for
ratemaking purposes in Missouri and not recovered in rates. Southern Union shall pot -
seek either direct or indirect Tate recovery or recognition of the merger premivm,
including transaction costs, through any purporied merger savings adjustment (o s:mﬂa:r
adjusnnem) In any fuwre ratemahng proceeding in Missonri.

o

O

Southern Union reserves the right to seek Missouri rate recovery of internal payroll costs
necessary 1o obuain Missouri rcn'ula:ory approval of this wansacfion, to the exient thar it
can be shown that megger savmgs achieved and allocared 10 MGE as a rasult of this
Transaction are equal ©o or in excess of such costs. Other pariiss 1o this proceeding
reserve the right 1o apposc Tate recovery of such costs, regardless of any asserted merger
savings. :

In addition, Southen Union shall not seek 10 recover in Missouri the amount of any
asserted merpger premium in this wansaction s being 2 “stranded cost” regardless of the
terms of any legislation permitung the recovery of swanded costs from Massoun
rateuayers. '

3. MGE’s Cunstmcﬁan Rudgat
Southern Union agress that the proposed acquisition will have no effect on its budget 10
complere MGE's service line and main réplacement program and will continue o comply
with the replacement schedules approved by the Commission in Case No. GO-89-302,

) and Case No. GO-91-277.
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4.

Joint and Common Costs Allpcated to MGE

Total joint and common costs allocated to Missouni will not increase as a result of the
proposed transaction. Southern Union agrees 10 make available to the Staff and the
Office of the Public Counsel {OPC), at reasonsble times and places, all books and
records and employees and officers of Southern Union and any affiliate, division or ~

trg

_subsidiary of Southern Union as provided under applicabie law and Commission rules. .

Southern Union agrees that, in any MGE-initiated rate proceeding, it has the burden of
proving the reasonableness of any allocated or assigned cost 1o Missouri Gas Energy
from any Southem Union &ﬂ"llmta division or subsxdw'y mcludmg all cmporate
overhead allcmmons Lo

Sme Jnnsdnctmnal Tsstes

2) Sourhern Union will retain a].l domnnmtaucn relanvc 10 the analysxs of the
. ProvEnergy acquisiton. This documentation will include a List of: 2) 211
‘Southern Union personnel, consultants, legal, financial and accounting

advisors Jnvolved in the acgmsmon b) the time (m hours) spent by those

. individuals on work related 1o the proposed acquisition; ¢) other expenses,
costs or expenditures incurred or recognized by Sovthern Umion that are

. related 1o the proposed acquisition; d) business sty (carporate, subsidiary,
division) where the costs were hooked, including account number, account

' dcsmpnon and amount; .) description of the nanure of tbe costs incurred,

) Snuthm-n Union will maintain its bcoks and recards so that a1 acquisition and
" merper costs (Including this ransaction and fuwmre Southern Union merger
and acquisir_inn transactions) are segregated and recorded separarely.

c.} During MGE’s next seneral rate proceeding, Southers Union agrees o work
with the Staff and OPC to identify all acquisition-related costs Tecorded in
Southern Union's book and records in the aum'opnaze test year, This
_condition does not reswict Southern Unjon's right seek raie recoveary of
merger ang acqmsmon costs rejated to fumurs Tansactians.’

'd.) Southern Union agress 1 craate and maintzin records listing the names of
Southern Union employess {excluding current ProvEnergy employees),

. nurnber of hours worked, tvpe of wark perfermad and wevel and other
expenses incurred for all work related w ProvEnergy after the closing of the
transzction through the end of the 1est year, updated test year or oue-up 1esh,
year in MGE's next rate case.

e) Soutbern Union will submit 1o the Commission’s accounting department and
OPC verified jaumal enties refiecting the recording of e propesed
acquisition in Sowhern Union's books and records within forty-five (45) days

of closing. Fy

.2
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6. Financial Issues . )
Southern Union will not seek an inerease'in Cost of Capital for MGE as a result of this
Transaction. Any increases in the Cost of Capital Seuthern Union saeks for MGE wilibe -
supporied by documented proof: that the increases zre a resuit of factors not associated -
with this wansaction; that the increases are nat a result of changes in business, marker,
economic, or other conditions for MGE caused by this transaction; or that the increases
are not a result of changes in the risk profile of MGE caused by this wanssction. '
Southern Union will ensure that the rates for MGE ratepayers will pot increase as 2 resuly

- of this ramsaction, © DU Co e T

7. ACAYssues

*" " Sonthern Union agrees that any Stipuletion ad Agreement to-\ifhiéﬁ Sowhern Union is ; N _

- signarory, with regard 1o any MGE Acmal Cost Adfustment case approved by the
Commission which occurs prior to the merger closing of Southern Union and
- ProvEnergy, will be adhered 1o by Southern Union Company .

8. ' Aliocations Agreements

Southern Union agrees that within six (6) months of the close of the merger, it shall meer.
with the S1zff and OPC 1o discuss the impact of the ProvEnergy acquisition on the
Company's structure and organization, including Southern Union’s progress oward
ineorporating ProvEnerpy’s operations into its Administrative and General ("A&G")
expense allocation methodology. In its A&G expense allocation methodslogy, the
Company should specifically identify how its o1l company corporate overheads are 1
be allocared berwsen the Company’s regulated and non-regulated funcrions of its -
regulated divisions, as well as is pop-regulated subsidiaries. The Company agreas that
the 1ypes and the availability of raw data necessary to perform allocations of corparare
overhead costs shall be discussed at the meeting to ocenr within six {6) months of the
close of the acquisition. This raw data 10 be diseussed should include, but not be Imired
to, regulated and nop-regulared informarion concerning customer aumbers and billing
information, revenue daa, asset information {gross and ner plant, etc.), management
work time allocations, employes numbers and other payroll data, and the Missouri
jurisdictional rate of retumn on invesmment (“ROR”) and return on equity (“ROE™). The
-allocation procedures 1o be discissed may include, but need nat be Iimited to the use of
cost allocation manuals, Hme sheats, Time studies, and/or other means of wacking and
allocating costs. The llocation procedurss agraed upon shonld provide & means to
jdentify znd snbstantiate the partions of each individua) corporate employee’s time and
associated payroll costs o be allozared to Southern Union's regulared divisions.

Recommendsgtion

Sraff finds that Southern Union’s request, incleding the sbove-noted terms and conditions, 1s not
derrimenta) 10 the public interest, Therefore, Staff recommends that Southern Union’s
Applicatibn, 2s amended, be approves, subject 1o s2id terms and cogditions.

we
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Paul A. Boudreau/James C. Swearengen
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= L IGEY TR STATE OF MISSQURI
' ;P\f e }}r PUBLIC SERVICE COMMISS[ON
JUN 28 2000 Atla Session of the Public Service
< . Commission held at its office
. BEy, y o~ gy S in defferson City on the 27th
' DGI,I,,SW & e . dzy of June, 2000.

In the Matter of the Application of - i
Soutbern Union Company for Ruthority

‘to Acguire the Common Stock of 2nd to -
Merge wirh Providence Energy Corporation,
and; in Comnection Therewirh, Certainp
Other Related Tramsacrions

Case No. GH-2Z000-500

At Nged sl B Dt r

| ORDER APPROVYING AP_’{‘_%IC.;TION
On February 17, 2000, 'Scuthern Onicn Company (Southern Onicn) £iled

an A_pplication asking that the Commission grant it the authority to

acquire the stock‘ of and merge with .Pr'ovidalce Energy ém@oraticn.
Southern Unicn,'iaguasted thatr the .CSmr;xission E;.pyrove its appl'ica.tion
effective no latar,:ha.ud\iy 15, 2000. In order to ’c'::mply with Southemn
Union‘s request for sxpsdited cans:ide:atiori, the Commissicn izsued an
crder on February 23 that directed ths Staif of the Public Service
Comm'.s.sian (‘Staff) to file its recommendaticn regaxrding Southern. U::.icn's
applicatio;x no later thap June 15, That ordsr provided that the Qffice
of the Public Cm‘;nsel {(Pablic :C‘otmsel) mignt 21so Iile ics ieccmmamiaticn
on Thar date. Ou May 22, Socuthern Unicn Jf.*;_led'an Amended Applicaticn
tbé.t a.;ubstituted a4 new paragraph 18 for cthe corresponding paragraph in
its original zpplication.

On Juns 15, Staff filed = Recommandation and Memorandum. Stazff

indicated that based op its review of Southern Union’s 2pplicatiosn, as

m -



2pplication, as amended,

-

amended, and including the condirions indicated in rhat Application,
Staff is of the opinion that Southern Union‘s requést is “not detrimenral

to the public interest.* sraff recommended approval of Southern Union‘s

v oa

t>ubl?.1c Counsel also filed J.ts Recommendation on June 15. Publjc

COunsel lIldlCu.t&E thaz 1t doe.s not oppcse SGunhem Umon‘s Appl:.catlon_

' nrova.ded that the CDmmJ.SS.'Lon adopts all of L‘ne cond:.t:.ons ‘ser - forth in

| ,,tao :.m.t:.al Appl:.cat:.cn and in the Amanded A’opl:.cat::.cn fllea on May 22.

7

The r=qu1reme‘1t for a hear:.ng is met when-” the om::ortunlty for

hearmg has been ‘DrDVldecI a.nd no proper party has requested The

" opportunity to presem: ev:s.dence. State ex rel. Rex Deffenderfer

Enterpnses; Inc. . Public 's‘arvicé é&mz’xission 778 S. W 2d 454, '495
.(MD.- Apg.- 1389). S;nce no .one has requested a8 hezring in this case, the
Comuissian may grant, dne relief reguested based en Sout.hem'tfnlc;a s
Applicétibn,, as amended, and the Tecommendztions of Staff a.ﬁd Public
Ccm:sél.

The Commission finds that Southern Una.::n s reguest for authorw ty to
acqu.;Lre the stoek of .a_uo. m=rge w:.th Prav1d=~nce Energy Corporation is not
detrimental to the public interast angd sl}ould be aporoved, subject za the
conditions set fortb' in the Application, as anended.

ITIS THEREFORE ORDERED:

1.  That the Applicarion filed on Pebruary 17, 2000 by .Southera

‘Unicn Company,. as =mende’d on ¥ay 22, 2000, is hereby approved, vs.ubject

t> all of the conditions set forth in the application, Zs amended.

‘

bGrzg/00  2:42; jetrax Page 3743
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2. That Southern Dnion Campany is antharized to acquire the atock
ﬂ of =and merge willi Providence Ingrgy Corporation $Ub585ﬁ to all the

conditions =at forth inm its Application, ‘ac amended
That this order shall bzcome efferctive on July 7, 2000.
BY TEE CONMIMISSION

Dult:Hurdy Robem S '
Sccretnrlehxcf Rcvnlatorj’ Law Judvc

3‘

" (sRATL)Y L
Lmﬁpa, _Ch,, Drainer, Murzay, Schemenanel,
and Simmons, CC.. conenr ,

Yopd=ufé, Regulsbory Lew Judge

VL e vv e~y Jﬁ[[ﬂg "-ag: YR
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STATE QF MISSOURI :
OFFICE OF THE PUBLIC SERVICE COMMISSION

1 have compared the preceding copy with the eriginal on file in this office and
Ido héreby certHy the same. to be a true copy theréfrom and the whole thereof, .

WITNESS my hand and seal of the Public Service Commission, at Jefferson City,

Missouri, this 27™ day of June 2000, - | .
s Hof £t

Dale Hardy Rebherts

. - Secretary/Chief Regulatory Law Judgs
- - '-.// . - . ’
T ot -
\: 2
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STATE OF MISSOURI ‘
PUBLIC SERVICE COMMISSION
JEFFERSON CITY
June 27,2000 .
CASE NO: GM-2000-500
Oﬁ' ice nt' the Pubhc Counsel - General Counsza! :
P.O.Box7800 . .. . S K Missouri Public Service Commlssxon
Jcﬁ‘crson ery, MO 6510" ER P.O. Box 360 '
. e Jefferson Cny, MG 65102
ames C. charengen/?aul Al Boudreau o
12 East Capitol :
. O, Box 456

Jefferson City, MO 65102

Enclosed find certified copy of an ORDER in the above-numbered casa(s).

Sincerely,

Dale Hardy Roberts
Secretary/Chicl Rezulatory Law Judge
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Introduction

The Natural Gas Choice and Competition Act (Act) requires that the natural gas
distribution companies (NGDCs) are to maintain, at a minimum, the levels of customer
service for retail gas customers that were in existence prior to the Act’s effective date. In
response, the Public Utility Commission (PUC) took steps to ensure the continued
provision of high-quality customer service through the implementation of regulations that
require the NGDCs to repott statistics on important componenis of customer service (52
Pa Code §§ 62.31-62:37) including telephone access to the company, billing frequency,
meter reading, timely response to customer disputes, the proper response to customer
disputes and payment arrangement requests, compliance with customer service rujes and -
regulations, and interacting with customers in a prompt, courteous and satisfactory
manner. After the Commission has received and analyzed an adequate supply of data
from the measurements required under these regulations, it will develop quality of service
benchmarks and standards for the NGDCs. The establishment of benchmarks and '
standards will be the subject of a future proceeding at the Commission.

The PUC adopted the final rulemaking that established the reporting requirements

. on Jammary 12, 2000. As per the regulation, NGDCs that serve more than 100,000 '
residential customers began reporting the required data to.the Commission in August
2001 for the first six months of that year and followed up with a report on annual activity
in February 2002. NGDCs that serve fewer than 100,000 residential accounts are not
required to report statistics on the various measures that are required of the larger

. companies. These smaller NGDC must condnct a mail survey of customers who contact
them. and report the survey results to the Commission beginning in 2003.

The last section of the reporting requirements provides for the Commission to
annually produce a summary report on the customer service performance of each NGDC
using the statistics collected as a result of the reporting requirements. The PUC’s Bureau
of Consumer Services (BCS) has summarized the information supplied by the NGDCs
into the charts and tables that appear on the following pages. The report includes-data
supplied by Columbia Gas of Pennsylvania, Dominion Peoples, Equitable Gas Company,
National Fuel, PG Energy and UGI Gas. The report does not include statistics from two

- NGDCs that serve more than 100,000 residential customers in Pennsylvania: PECO
Energy Company (PECO) and Philadelphia Gas Works (PGW). PECO statistics are
combined for both electric and gas and are included in the customer service performance
report for the electric distribution companies. As PECO is unable to report quality of
service data separately for electric and gas customers, the BCS plans to continue




reporting PECO data in this manner. PGW data will not be inciuded in the annual
customer service performance report until 2004."

The reporting requirements at § 62.36 include a provision whereby the BCS is to

_teport to the Commission various statistics associated with informal consumer complaints

and payment arrangement requests that consumers file with the Commission. The BCS.is
to report a “justified consumer complaint rate”, a “justified payment arrangement request
rate”, “the number of informally verified infractions of applicable statutes and
regulations”, and an “infraction rate” for each NGDC with more than 100,000 residential
accounts. These statistics are also important indicators of quahty of service. The BCS
has calculated and reported these statistics for a number of years in its annual report,
Utility Consumer Activities Report and Evaluation: Electric; Gas, Water and Telephone
Utilities. The BCS will report the 2001 data in this report to be released in fall 2002,
The report will be posted to the Commission’s website: http://puc.paoniine.com. It will
offer detailed descriptions of each of these statistics as well as a comparison with
statistics from the previous year. '

! The Commission assumed regulatory responsibility over PGW on July 1, 2000 and did not require PGW to file 2
restructuring plan umtil July 1, 2002. As a result, the reporing requirements did not apply to PGW in 2001, The
company will begin reporting statisties for 2003.

[E ST




L COmpany-Repbrted Performance Data

W_W

In accordance with the quality of service reporting requirements, the NGDCs
reported statistics for 2001 regarding telephone access, billing, meter reading and
disputes not responded to within 30 days. For each of the required measures, the NGDCs
report data by month and include a 12-month average. With the exception-of the
telephone access statistics and-the small commercial bill information, the required _
statistics are directly related to the regulation in 52 Pa. Code Chapter 56 Standards and
Billing Practices for Residential Utility Service. : .

A. Telephone Access

‘ The Reporting Requirements for Quality of Service Benchmarks and Standards

include telephone access to a natural gas distribution company (NGDC) because
customers must be able to readily contact their NGDC with questions, complaints,
requests for service and to report service outages and other problems. This component of
customer service may be next in importance to.consumers after service reliability and
safety. - ' S '

In order to produce an accurate picture of telephone access, the NGDCs must

report three separate measures of telephone access: percent of calls answered within 30
. seconds, average busy-out rate and call abandonment rate. The three separate measures

avert the possibility of masking telephone access problems by presenting only one or two
parts of the total access picture, For example, an NGDC may report that it answers every
call in 30 seconds or less. If only this statistic is available, one might conclude that the-
access to the NGDC is very good. However, if this company has only a few trunks into
the company’s call distribution system, once these trunks are filled, other callers receive a
busy signal when they attempt to contact the company. Thus, a large percent of customers
cannot get through to the company and telephone access is not very good at all.
Therefore, it is important to look at both percent of calls answered within 30 seconds and
busy-out rate to get a clearer picture of the telephone access to the NGDC.

Further, the call abandonment rate indicates how many customers drop out of the

queue of customers waiting to talk to an NGDC representative. A high call abandonment.

rate is most likely an indication that the length of the wait to speak to a company
representative is too long, Statistics on call abandonment are generally inversely related
to statistics measuring calls answered within 30 seconds. For the most part, the 2001
figures presented later in this report conform to the inverse relationship. The NGDCs
answering a high percent of calls within 30 seconds had low call abandonment rates and
those answering a lower percent of calls within 30 seconds had higher call abandonment
rates.



Generally, attempted contacts to a call center initially have ope of two results:
they are either "received" by the company or they receive a busy signal and thus are not -
"received” by the company. Calls in the "busy-out ratc” on. page 5 represent those
attempted calls that received a busy signal or message; they were not “received" by the
company because the company lines or trunks were filled.

For the calls that are "received" by the company, the caller has several options.
One option is to choose to speak to & company representative. When a caller chooses this
option, the caller enters a queue to begin a waiting period until a company representative
is available to take fhe call. Once a call enters the queue, it can take one of three routes:
it will either be abandoned (the caller chooses not to wait and disconnects the call); it will
be answered within 30 seconds; or it will be answered in a time period that is greater than
30 seconds. The percent of those calls answered within 30 seconds is reported to the
Commission. The percent that are answered in more than 30 seconds is the inverse of
this percent. Thus, if 80% were answered within 30 seconds, 20% were answered in
more than 30 seconds. ' '

This report presents.the NGDC statistics on telephone access in the following table
“and charts: ‘ .

« Busy-out Rate. This is the ratio of calls to the NGDC’s call ceater(s)
that received a busy signal divided by the number of calls that were
“received”™ by the call center(s). :

e Call Abandonment Rate. As noted earlier, abandoned calls are those
that successfully enter the queue to wait to speak to a company -
representative. However, at some point, the caller ended the call prior fo
speaking to a company representative. ‘

e Percent of calls answered within 30 seconds. These are customers who
were able to get into the company’s call center queue and waited to

- speak with a representative of the NGDC.




1. Busy-Out Rate*

. Company : 2001
Columbia 1%**
NFG " 9%
PGEnergy < 17%***
Equitable 8% Ek
Dominion Peoples# - Statistic Not Available
UGH ' Statistic Not Avasilable

t  12-month average : :

s»  Colambia’s actual overall statistics are pot available, BCS calculated this statistic based on data from.
Cohmmbia’s individual call centers, : . : '

*=+ - PG Energy’s data is for July through December only. C o

ss*¢ Bpitable’ s data is-for the second six months 0f2001 oply and for the company’s call center caly, not for its
emergency call oumber.

# TheCommissiongmmd'thmeconmaniﬁawmpma:ywaivexofﬁw section that requires reporting this statistic.

The Commission’s Regulations require that the NGDCs report to the Commission
the average busy-out rate for each call center, business office, or both. 52 Pa. Code
§ 62.32 defines busy-out rate as the number of calls to 2 call center that receive a busy
signal divided by the total number of calls that are received at a call center. For example,
an NGDC with a 10 percent average busy-out rate means that 10 percent of the customers
who attempted to call the company received a busy signal (and thus did not gain access)
while 90% of the customer calls were received by the company. If the NGDC has more
than one call center, it is to supply the busy-out rates for each center as wellas a
combined statistic for the NGDC as a whole, The chart above presents the combined
busy-out rate for each major NGDC during 2001.

Two of the NGDC's were not able to capture the busy-out rate for their call centers
in 2001. Dominion Peoples and UGI did pot have the capability of reporting this -
statistic. These companies requested a waiver of § 62.33(1)(ii) until they are able to
supply this data. The 2002 report should include this statistic for both these comparnies.
Equitable and PG Energy also were not able to report this information for the first six
. months of 2001 and were granted waivers for reporting purposes. Beginning in July,
these two companies produced the busy-out rate for their call centers. However, this
statistic is not available for calls to Equitable’s emergency number.

1a 2001, Columbia was not able to produce an overall statistic that included all its
call centers. As a result, the statistic in the chart above and the other telephone access
statistics are calculated based on the information that was available from the individual
call centers. Columbia will be able to supply more accurate data for 2002.




2. Call Abandonment Rate*

2001
25%
20%
15% +
10%
T% B -
4% : '
) I
m . T . T

Colum blaf‘

* 12-momth average _ .
* sColumbia’s actual overall statistics are not available. The BCS calculated this statistic
based on mformation from Colnmbin’s mdividual call canters. :

Consistent with Section 62.33(1)(iii) the NGDCs report to the Commission the
average call abandonment rate for each call center, business office, or both. The call
abandonment rate is the number of calls to an NGDC’s call center that were abandoned
divided by the total number of calls that the NGDC received at its call center or business
office (52 Pa. Code § 62.32 Definitions). For example, an NGDC with a 10% call
abandonment rate means that customers terminated 10% of the calls recejved prior to
speakingto an NGDC representative. If the NGDC has more than one call center, it is to
supply the call abandonment rates for each center as well as a combined statistic for the
NGDC as a whole, The previous chart presents the combined call abandonment rate for
each major NGDC during 2001. o ' -

Several of the NGDCs reported fairly wide variations in call abandonment rates
from one month to another, The companies explained that high volumes of calls and
decreases in employee resources were respomsible for the variations. In addition, the
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higher costs of gas and the colder than normal winter caused call volumes to increase
duxing the first quarter of 2001.

3. Percent of Calls Answered within 30 Seconds*
. : 2001

80% '

T T0%

60%

50%

4%

30%

20%

10% 1

0% L T .
" Dominlon  NFG . PGEnergy uGi Equitable Columbia***

* ]12-month average -

*# Dominion Peoples’ January-June data for its contracted call center is reported a8
percent answered within 20 seconds.’ s )

ss+Columbia’s actual overall statistice are not available. The BCS caiculated this
statistic base on data from Columbia’s individual call centers.

: Pursnant to Reporting Requirements for Quality of Service Benchmarks and
Standards at § 62.33(b), cach NGDC is to “take measures necessary and keep sufficient
records™ to report the percent of calls answered within 30 seconds or less at the
company’s call center. The section specifies that “answered” means that an NGDC
representative is ready to render assistance to the caller. An ackmowledgement that the
consumer is.on the line does not constitute an answer. If an NGDC operates more than
one call center (a center for handling billing disputes and a separate one for making
payment arrangements, for example), the NGDC is to provide separate statistics for each
call cénter and a statistic that combines performance for all the call centers. The chart
above presents the combined percent of calls answered within 30 seconds for each of the
- major NGDCs in Pennsylvania during 2001. '

As with call abandonment rates, the percent of calls answered within 30 seconds
varies depending on call volume and the number of employees available to take calls.



For example, Equitable reported monthly statistics that ranged from 83% to 19% for this
measure. Equitable explained that a temporary reduction in staff and a spike imcall
volume were responsible for this wide variance. PG Energy also reported that higher call
volumes and a shortage of workers negatively impacted the monthly statistics.

‘Similarly, Dominion Peoples explained that rate volatility combined with abnormally
cold conditions in December 2000 produced a large volume of calls in January and
February 2001. Tn addition, Dominion Peoples’ contracted call center tracked and
reported calls answered within 20 seconds rather than within 30 seconds at that ime. As
a result, in January and February 2001, Dominion Peoples reported lower percents of
calls answered in 30 seconds. However, by December 2001, the company repoited that

- 86% of calls were answered within 30 seconds.

B. Billing

4 Pursuant to 66 Pa.C.S. §1509 and the Standards and Billing Practices for -
Residential Utility Service (52 Pa. Code § 56.11), a utility is to render 2 bill once every
billing period to alt customers. The customer bill is often the only communication.
between the company and a customer thus underscoring the need to produce and send this.
very fundamental statement to customers at regular intervals. The failure of a customer

1o receive a bill each month frequently geperatés consumer complaints to the NGDC and
sometimes to the Commission. . '

1. Number and Percent* of Residential Bills
Not Rendered Once/Billing Period

2001

Company Number Percent
PG Energy 0 0%
Equitable ‘ 6 0%
UGI 14 01%
Columbia ' 52 01%
NFG 28 - 02%
Dominion Peoples ' 938 30%

* 12-month average

The Reportilig Requirements for Quality of Service Benchmarks and Standards
require the NGDCs to report the number and percent of residential bills that the NGDC
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failed to render. The above table presents the average monthly percent of residential bills
that each major NGDC failed to render once every billing period during 2001.

Dominion. Peoples explains that the accounts that do not receive a bill during a
particular month are typically the result of an adjustment to an account that is prompted
by that month’s meter reading. If the verified reading and/or rebilling process conclude:
pear the next bill date, the company provides a two-month billing statement rather than
sending two bills a few days apart.

2, Number and Percent* of Bills .to Small Commercial
. Customers not Rendered Onece/Billing Period

2001
Company . Number Percent
PG Energy 0 0%
Equitable 2 0%
UGI 3 01%
NFG , 5 06%
Columbia 40 08%
Dominion Peopies . 131 09%

*12-month average

. Moreover, the reporting requirements require the NGDCs to report the number and
percent of small commercial bills that the NGDC failed to render in accordance with the
this provision. For purposes of the reporting requirements, a small business customer is
defined as a person, sole proprietorship, parmership, corporation, association or other
business whose annual gas consumption does not exceed 300 Mcfs (52 Pa. Code Chapter -
§ 62.32).

The above table presents the average monthly percent of bills to small commercial
customers that each major NGDC failed to render once every billing period during 2001.
As with residential bills, Dominion Peoples explains that the accounts that do not receive -
a bill during 4 particular month are typically the result of an adjustment to an account that
is prompted by that month’s meter reading. If the verified reading and/or rebilling
process conclude near the next bill date, the company provides a two-month bﬂ]mg
statement rather than sending two bills a few days apart.



C. Meter Reading

. Regular meter reading is important to produce accurate bills for customers who
expect to receive bills based on the amount of service they have used. The concern that
regular meter reading may be one of the customer service areas where NGDCs might -
reduce service under natural gas competition was responsible for the following measures
being incliaded in the reporting requirements, The Commission’s experience is that the
lack of actual meter readings generates large nmmbers of complaints to compauies, as well
as to the Commission, The reporting requirements include three measures of meter
reading performance that correspond with the meter reading requirements of the Chapter
56 regulations. :

1. Number and Percent of Rwidentiai Meters N(_)t Read
By Company ox Customer in Six Months

2001
Number Percent
Company
PG Energy 30 ) 0%
Eguitable 436 . ' 18%
NFG ' : 432 26%
Columbia ' : 1,721 A48%
UG) ' ' 1,705 ' : 58%
Dominion Peoples** 2,901 : 9%

¥ 12-mwonth average _
** Averages based op the 6-month averages (Yammary-June and July-December)

Pursuant to Chapter 56, Section 12(4)(ii), an NGDC may estimate the bill of a
residential ratepayer if NGDC personnel are unable to gain access to obtain an actual
meter reading. However, at least every 6 months, the NGDC must obtain an actual meter
reading or ratepayer supplied reading to verify that the estimated readings are accurate. -
The Reporting Requirements for Quality of Service Benchmarks and Standards require
NGDCs to report the number and percent of residential meters for which they have failed

_to comply with this section of Chapter 56.

Dominion Peoples did not have monthly meter reading data available for the first

half of 2001. The company was able to supply a six-month average for that time period.
The 12-month average shown above was calculated based on the information that the

10




company had available. PG Energy reports that it is expanding its automated meter
reading device installation program for bard to read meters. *As a resuit, the company has
experienced a reduction in the number of meters not in compliance with Chapter 56
regulations. UGI notes that approximately 65% of its meters are located inside its
customers’ homes. The company has put vatious programs into p]ace to reduce the
number of meters not read as.required.

2 Number and Percent™ of Residential Meters Not Read

In Twelve Months
2001
Company Number Percent
1 PG Energy_ 0 0%

NFG : 211 J3%
UGI 602 20%
Dominion Peoples** 824 26%
Equitable 672 29%
Columbia' 1.035 - .29%

* 12-month average
** Averages based on the 6-monﬂ: averages (Iam:ary—]tmr: and Iuly-Deccmber)

Pursuant fo Chapter 56.12 (4)(iil), a coupany may estimate the bill of a residential

_ ratepayer if company personnel are unable to gain access to obtain an actual meter
reading. However, at least once every 12 months, the company must obtain an actual
meter reading to verify the accuracy of either the estimated or ratepayer supplied

“readings. The Reporting Requirements for Quality of Service Benchmarks and Standards
require the NGDCs to report the number and percent of residential meters for which they
fail to meet the requirements of this section.

Eqmtable TEpOTtS that 25% of its residential customers bave meters inside thexr
premises. Meter readers are often unable to gain aceess to read the meters due to no one
being home. The company offers scheduled appointments and customer reading cards to
combat this problem

11
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3. Number and Percent* of Residential Remote Meters N ot Read

In Flve Years
2001
Company . g Number Percent
Columbia 0 0%
Dominion Peoples ' . 0 0% -
PG Energy . .0 » ‘ 0%
Equitable 70 42%
UGI ' : - 1 .139 » : 59%
| NFG . . . 67 : 2.5%

* 12-month average

Pursuant to Chapter 56.12(5)(i), a utility may render a bill on the basis of readings
from a remote reading device. However the utility must obtain an actual meter reading at
least once every five years to verify the accuracy of the remote reading device. Under the
quality of service reporting requirements, the NGDCs must report to the Commission the
mamber and percent of residential remote meters for which it failed to obtain an ax:mal
meter readmg under the timeframe descn'bed in Chapter 56.

PG Energy notes that as of 2001, it had no residential remote meters that have
been in place for more than five years,

12




D. Response to Disputes

Number of Residential Disputes That Did Not
Receive a ReSponse within 30 Days

When a ratepayer advises a utlhty that he or she disputes any matter covered by
Chapter 56 regulations, the utility must issue its report to the complaining party within 30
days of the initiation of the dispute. A complaint or dispute filed with a company is not
necessarily a negative indicator of service quality. However, a company’s failure to
promptiy respond to the customer’s complaint is an indication of poor service. Further, to
respond beyond the 30-day limit is an infraction of § 56.151(5) and the cause of
complaints to the Commission.

Number of Disputes Receiving No

' e Response within 30 Days during
.- Company . 2001
PG Energy : ' @
Equitable : 18
NFG ‘ ) ' ' - 22
Dominion Peoples- 133
Columbia - 220
UGl 301

The Reporting Requirements for Quality of Service Benchmarks and Standards at
§ 62.33(4) require each NGDC fo report to the Commission the actual number of disputes
for which the company did not provide a response as required under the Chapter 56
regulations, in other Words not within 30 days.

UGI reports that unusually high gas costs and colder weather challenged UGI’s
customer services personnel during the first six month of the year with a significant
increase in disputed bills. As a result, during the first half of the year, the company had
higher numbers of disputes for which it did not issue a utility report within the required
30-day time frame. In the second hailf of the year, new processes and personnel changes
were responsible for a reduction in the number of customer disputes unanswered in 30
days. PG Energy reports that it had no disputes for which it failed to issue a utility report
within 30 days. PG Energy explains that it maintains a daily log of open disputes in order
to ensure that all customers receive a response within the required fime.
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II. Conclusion

This report fulfills the Commission’s responsibility to sumumarize the quality of
service statistics that the NGDCs reported to the Commission, In 2001 the regnlations
required the NGDCs to report data two times; the first report contained data for the first
six months of 2001 and the second report contained data for the second six months of the
year and for the year as a whole. From this point forward, the compames will report data
~ anpually,

Next year’s report will include additional information that the companies will
report to the Commission about their customer service performance in the year 2002.
- The regulations specify that each NGDC with more than 100,000 residential customers
~ conducta survey of customers who have had a recent interaction, customer-initiated, with

the company. The NGDCs began to conduct the surveys in Jamuary 2002 and will report

- results far the first six months in October 2002, Reporis on survey results forthe
calendar year are due to the Commission in April 2003. The Comunission’s quality of
_service report for the year 2002 will include a summary of customer survey results. For
the charts and tables on telephone access, billing, metering, etc., next year’s report will
mnclude 2002 performance data as well as 2001 data to offer a comparison of each :
NGDC’s performance for the past two years. The BCS report, Utility Consumer
Activities Report and Evaluation, will again provide statistics associated with consumer
complaints and payment amangement requests filed with the Comrnission about the major
NGDCs.
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COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

THIRD SET OF INFORMATION REQUESTS OF

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY TO

ALL PARTICIPANTS
D.T.E. 04-116

RESPONSES OF NEW ENGLAND GAS COMPANY

Dated: July 29, 2005
Respondent: Karen Czaplewski, Vice President, Customer Service

Information Request DTE-A 3-2

Please discuss the feasibility of adopting a telephone answering performance measure
described below:

(a)

(b)
(©
D
(e
®
(2)

Response

Eighty percent of telephone calls answered within 30 seconds, as defined by a
customer receiving and selecting between the option to receive automated
information (e.g., account balance) and speaking with a customer service
representative;

Eighty percent of telephone calls answered within 40 seconds, with the same
parameters as in (a);

Eighty percent of telephone calls answered within 60 seconds, with the same
parameters as in (a);

Seventy-five percent of telephone calls answered within 30 seconds, with the
same parameters as in (a);

Seventy-five percent of telephone calls answered within 40 seconds, with the
same parameters as in (a);

Seventy-five percent of telephone calls answered within 60 seconds, with the
same parameters as in (a);

Seventy-five percent of telephone calls answered within 20 seconds, with the
same parameters as in (a).

The Department should not impose any type of telephone service factor without
consideration of a utility’s individual operating experience and cost profile. Imposing a
telephone answering performance measure requiring either 75 or 80 percent
performance within 40 seconds or less for non-emergency calls could require a
significant upgrade of a utility’s facilities and technical and human resources, without
any guarantee of success. Specific changes that would be needed could include:

V7
0'0
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significant additions of trained staff;

new customer information systems;

contracting for additional peak-hour call-answering resources through third party
vendors




DTE Set 3 Information Requests to All Participants
Response of New England Gas Company

July 29, 2005

Page 2

The Department should not require companies to make these types of changes without
consideration of the incremental costs associated with the effort and the difference
between those costs and those currently allowed by the Department to be recovered in
rates. Moreover, these costs must be compared to the purported benefit that may result
from the investment in order to determine what the cost impact would be on customers
and whether that impact is warranted or reasonable.

The cost/benefit issues that would be faced by New England Gas if the Department were
to require a uniform telephone answering benchmark underscore the Company’s
concerns about imposing a standardized telephone answering measure on all electric and
gas companies, regardless of their size. Requiring companies to undertake such a
significant effort to increase their service quality performance to match the performance
of other companies is inconsistent with the premise underlying the Department’s service
quality precedent and that of G.L. c. 164, § 1E, which is to ensure that a company’s
service quality does not degrade over time in the context of operating under an
incentive-based regulatory structure.




